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PREFACE. 


Tlie present treatise claims to be a critical study of the 
operation of war-time price controls in India. The writing ol 
the manuscript was completed in June 1946. The reader 
must not, therefore, expect to find here any discussion of 
developments that took place after June 1946. I have, 
however, appended a brief critical note on the new policy of 
liquidation of controls which was launched on December 10, 
1947. 

My thanks are due to my teachers. Dr. J. P. Niyogi, 
University Professor of Economics, Calcutta University and 
Dr. J. C. Sinlia, Senior Professor of Economics, Presidency 
College, Calcutta, and to Dr. S. K. Bose of the Economics 
Department, Calcutta University, for the kind encouragement 
and useful suggestions I received from them. My thanks arc 
also due to Sree Biswanath Banerji, M.A., Librarian, Central 
Library, Calcutta, who kindly extended to me all sorts of 
facilities for using the University Library even when official 
duties took me, in the midst of my preparation or the present 
thesis, away from Calcutta to Chittagong. 

For unavoidable reasons, the book had to be printed in 
parts in two different presses. My thanks are particularly due 
to die Manager, Temple Press, Calcutta, who kindly undertook 
to print the latter part of the manuscript. 

I am also extremely grateful to Mr. Hari Shankar 
Chatterji, B. Com., Managing Director, H. Chatterji & Co., 
Ltd. but for whose kind co-operation the present treatise might 
not have seen the light of the day. 


R. N. CHATERJL 

Calcutta, 

March , 1948. 
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chapter i 


INTRODUCTION — Theoretical Aspects of the Problem 


Price control and rationing have played an important 
role in the economy of the second world war. Even now 
when the war is over, the twin principles of price control 
and rationing are playing a very significant part in the 
shaping of the economic policy of ex-belligerent countries 
in the chaotic conditions created by the war’s after-math. 
The degree of success achieved in different countries in 
the practical application of the above principles, however, 
has differed much from country to country, dependent as 
it has been upon a wide variety of factors which have not 
been uniformly present everywhere. The present treatise 
is devoted to a critical study of the various experiments in 
price control and rationing which have been made by the 
Government of India and the different Provincial Govern- 
ments, particularly the Government of Bengal, during the 
last few years. Such a study, however, may well be pre- 
faced by a brief theoretical discussion of the economics of 
price control and rationing to which we shall presently 
address ourselves. 

Price control and rationing are distinct- but allied 
phenomena. The essence of price control lies in the fact 
that it implies an artificial regimentation of prices. A 
“controlled” price is fundamentally distinct ■ from the • 
market price in that it is not determined by a free interplay 
of market forces. A price that is controlled may be higher 
than the market price, but it may also be lower. Nor is it 
necessary for a “controlled” price to remain absolutely 
fixed or- static over a period of time. A price that is 
controlled may also change from time to time, only the 
extent and 'the timing of the change must depend on the 
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policy of the Government, though, of course, _ no Govern- 
ment cm work out its price policy programme in a vacuum 
in complete disregard of market economic forces. a he. 
concoot Qf-ra fionin^ i on the other hand, refers to_s ta>c 
cqntS^r oTer Tndi yjduol consumption: In' a' free economic 
societythe indmdual~ri TTrcc to c onsum e what he likes 

availability, and in 


or its 


I, 


subject to considerations _ 

whatever quantity he likes, provided, of course, he has got 
the necessary purchasing power. Rationing limits t his 
individyal^frecdom of choice. Under^rsysterrTot universal 
dver-alT rationirvgrtlTeTnti re" range of individual consump- 
tion is principally determined by the state in the sense that 
the maximum amount of different varieties of consumable 
commodities which may be purchased by the individual 
is determined by the state. It doc s not d c p c ndcit her _.£> n 
individual choice, or on the length of the i ndividual purs e. 

Pace controT'and'rationing arc thus quite distinct con- 
cepts : one belongs to the realm of the value theory, while the 
other belongs to the realm of consumption. None the less 
there is a close inter-dependence between the two pheno 
mena. .Exicejcontrol can hardly become effective in war- 
time, when shortahes7~dItcn _yeri T"gcute s hortag e s, in th e 
supplieToF yaabus ^s~enHaTktommodities bccbmc~~the very 
o rder ofthlTday . unless demandls kept under s tric t control 
by means of a system of rationing. TTGusHfaGoTung is an 
Si3~^J|£acEl5£lpBc^2^5troir On the~ySE5er~ hand, the 
success of a system of rationing depends very largely upor 
a policy of price control. If the o hiect_oL m ratip nim 
sys tem is to effect an equitable ldistrib.utiomol.tlie availabl e 
sup pliesot consu m ables. that object c ann ot b e fulfille d 
un£ess_th e prices of~t5e'rationed g opds_ are k ept down to a 
lev-eLwhl ci brings th e m v»*it5Iri the rea ch^oOhe lo west 
jmeamqhxackets in the community. Ratio ning depends on‘ 
Pri ce-coryorin ano ther sense_to~a. Xhe£contToll ed~pnce 
I°u5^be hig h_eriouah to give adequate inducement to pro.- 
ducerS't o prodlce ^attkiently^oOhECinaintena nce o f a 
s ystem . .oH jSSoning . 


, The Effectiveness of a system off 

rationing, it may be noted, depends upon the availability 
supplies wh'ch are necessary for honouring the rationing 
obligations. Thus rationing also depends on price control. 
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Price control and rationing are inter-dependent in other 
ways too. If rationing is restricted only to a few commo- 
dities, the policy of a general price control may well be de- 
feated in as much as the released purchasing power due to 
restriction of consumption in the rationed market may well 
be spent in the non-rationed market leading to a steep rise 
in the prices of non-rationed goods. “The deflationary 
effect on the rationed market may be more than dffset by the 
inflationary effect on the non-rationed market."* Thus the 
moderating influence of the rationing system on the price 
level depends on its range and scope* The wider the range 
of rationing, the greater its influence on the policy oF price 
control. 

The idea of price control is by no means a recent deve- 
lopment in economic thought or practice. Both ancient and 
medieval thinkers were very much fascinated by the con- 
cept of the “just price". Abnormally high prices of 
essential commodities brought about by "cornering’’ or 
sitni 'ar devices were condemned as being ethically unjust 
by ancient thinkers like Aristotle and medieval philoso- 
phers like Thomas Acquinas. Nor was medieval interest 
in price control confined to the field of mere speculation. 
The various craft-gilds or merchant-gilds which functioned 
in the feudal economic order were notorious for their zeal 
for price fixation. Indeed, this medieval practice of price 
fixing outlived the middle ages themselves and found en- 
thusiastic adherents in the sixteenth and seventeenth 
centuries, particularly among the Tudor monarchs of 
England, specially in Queen Elizabeth. It was only with 
the rise of the laissezfaire philosophy in the second half of 
the eighteenth century that the idea of State interference 
with the course of, market prices gradually went out of 
fashion and it cime to be generally believed that market 
prices depend upon the uncontrollable forces of supply and 
demand and as such they cannot be arbitrarily interfered 
with by a simple fiat of the State. But even . this belief in 
the immutability of the law of supply and. demand, so’ . 

* Quoted from “War-time Rationing and Consumption”, League ol 
Nations 1942. 
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ardently fostered by the classical economic doctrine, did 
'not last long. The need for controlling the prices of mono- 
poly products, particularly the_ prices of public utility 
services, even in normal peace-time, has been universally 
* recognised, ■while in war-time the modern State ( docs ntu 
hesitate to exercise effective control over the. entire 
economic domain. Thus the first world war witnessed 
the most comprehensive experiments in price. control 
throughout Europe and the U.S.A. Even in the inter-war 
period a comprehensive programme of price control was 
launched upon by the Government of the U.S. A. under the 
National Recovery Administration. There was, however, 
a notable difference in the objective of price control policy 
during the first world war and -that during the Great Depre- 
ssion of the thirties. Whereas during the world war the main 
object of price control was to prevent a sky ‘rocketting’ of 
prices, the object during the depression years was to salvage 
prices from the deep slough of the depression, at any rate to 
prevent any further decline in prices. 


The experiment in price control during the second world 
war has naturally a family resemblance to its counter-part 
during the first world war, though, of course, the nature of 
the forces and the factors governing the situation were not 
the same during the two world wars. Generally speaking, 
the main problem of price control in war time is to prevent 
an abnormal riseJ iL tijic price level,. Fjricestend" to ' goj fjip 

-teas dhs. '■ mn the Tixsri : place ■'Lflig 
nomajj^a dpnship ,b^\yccxi^gu pplN T and deman d .tends,tc 
Msaaia~idLstQit aT during ^ awa jr. A great war creates a 
heavy demand for particular categories of commodities for 
the purpose of feeding the war machine. Such a sudden 
huge demand is bound to cause a steep rise in the price 
level even in normal times in as much as the productive 
ca P^ clt y °f the. country takes time to be fully adjusted to a 
sudden expansion of demand. In war-time, this tendency 
becomes all the more aggravated, because productive capa- 
city may not be capable of the necessary degree of expan- 
sion on account of various restrictions and handicaps 
associated with a totalitarian war. -Secondly, prices tend 
to go up because the volume of purchasing^ pdtvdr ip rk t» 
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hands of the public increases tremendously during a war. 
ScTlo'ng"as"increased" employment is'providedbyan^ increased 
production of consumption goods, there need not be any rise 
in the price level at all. But unfortunately war-time employ- 
ment does not lead to an increased production of consumption 
goods, since the very essence of a war economy lies in the 
promotion of the maximum possible diversion of different 
factors of production from peacetime work to the produc- 
tion of ammunitions and other war materials. Thus, on 
the one hand, we find increased em ployment, increased 
purchasi ng-power and..^ _4^nnralJ2I5Lusipjx -aL^nonetarv 
prosperity : on the other hand, we find, dwi ndlin g su pplies 
irTciVilian goods; growing shortages of various typ esoT 
g oo~d5~m ncl even the~yirtifaT drs'app e^m^-^E'p ardcular 
categories*of ' l^oods , spe cially those" which were formerly 
imporTed"from the"enem^cburifries; TTristrin-pT fc e is the 
natur arCoTOiiary "to ” s uSS developments. Prices m ay also 
tend to go up because of increased costs ' of~produ cfion or 
increa sed costs ofimports '. Costs of production tend to go 
up, tlieniore we approximate to a state of full employment. 
Prices of particular factors of production which are more 
or less inelastic in supply may also go up evpi -long before 
the level of full employment is reached. VAgain, costs may 
rise on account of war losses (due to enemy action) or on 
account of high war risk insurance charges. _ Besides, spe- 
culation, hoarding, cornering and allied practices may play 
a variety of roles in bringing about the upward movement 
of prices. Above all, if there is inflation or fear of infla- 
tion or depreciation of the currency, some amount of rise 
in the price level may be quite inevitable. 

In normal times, the price mechanism plays an important 
parTTH* cotrfe'ctihg ’ a ‘ temporary ‘ mal-adiustment between 
supply and demand. If prices become high on account of 
shortages, such high prices help to increase the supply _ of 
the commodities in question and thereby lead to a lowering 
of the price. In war-time the price mechanism does not 
functionjn this way. Here shortages are not corrected for 
the simple reason that the entire economic system is geared 
to a war basis and the factors of production are more or 
less frozen and cannot move freely from industry to indus- 
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txy, or from place to place. It is for tins reason tb« 
becomes necessary to institute statutory price contro 
whenever it is felt that prices arc higher than what tney 
ought to be. 

A policy. of j?ricc c ontrol may be actua ted_^.hy^3_yaricty 
of"moflves. Ordmarvlscnsc ol fairnes s and j ustb cc. requite! 

1 uHatjTdbScly sTiohlSIbc" a llo\vcTj^jnahc!any. -unduc . profit 
out of the nation* s diffi cuTtics-or-4istregs. Thus stockist! 
ah^nnrtrafactutcrs-axe ~pt'cvcntca . from taking an undue 
ad vantage of their favourable position vis-a-vis tlic rest ot 
the community. Professor Pigou has referred to two alter- 
native ways of dealing with this situation. The State may 
allow the fortunately placed sellers to charge a s. high prices 
as they can and then make them disgorge their abnormal 
profit by imposing on them high excess profit tax. Alter- 
natively, the State may arbitrarily fix commodity prices in 
such a manner that abnormal profits may not at all accrue 
from their sale. From the point of view, of the sellers or 
stockists, the two methods come to much the same thing. 

B at it does make much difference to the consumers of the 
commodity in question. For, “whereas under the maximum 
price plan they are left practically untouched, under the 
excess profits plan a special levy is, in effect, placed upon 
them for the benefit of the gener al tax p ayers"!* If the tax 
payers themselves are buyers ofrSe - £ommodity in question 
in the same proportion in which they are tax-payers, then 
also the two methods may make no difference. But, as a 
rule, the ordinary people play a much larger part as buyers 
of staple articles of daily consumption than they play as tax- 
payers. In such cases the excess profits plan, in effect, taxes 
the poor people for the benefit of the rich whose tax 
burden is pro tanto reduced. Hence the maximum price plan 
is generally favoured in war time! — ' 

t Protection of the ^poor_ consumer,** though the major 
b]eciave of price control, is not, h owever, the only consi- 

* Pigou — Economics of Welfare. ' 


u_ implicitly aasutned that consumers arc harmet 

aLcPte,T w o£ F\ CCE - This view, however, is not universal^ 
. Mr. Waugh, for instance, has tried to establish the opposii 
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deration, wliich underlies price control measures. The 
Government is also vitally interested in price control be- 
cause it happens to be a very big buyer of all sorts of 
commodities for direct military purposes. The Government 

thesis that consumers are harmed by price instability and that they 
benefit from an instability of prices His argument is as follows j 
(Vide Quarterly Journal of Economics August *44) Let the price of 
any commodity be Pi in one period of time and Pi in anothei equal 
period.' If these prices arc unequal, every individual consumer of 
the commodity will enjoy a greater average consumer’s surplus 
in the two periods than if the price were stabilised at the arithmetic 
mean, P»*=i( Pi+P 2 ) 



Here two situations are compared : first, if the price is supposed to 
remain stable at Po, and second, if the price is Pi in one period and 
P, in the nest period. When the price is Pi, (Compared to the 
situation P«), the loss if Consumer’s surplus is marked by the area 
L. When the price is Pj, ( Compared to the situation P.), the gain 
in Consumer’s surplus is marked by G. Since G must be greater ths 
L, whenever the demand curve slopes downwards to the right, the 
Consumer is benefited by price instability. This proposition holds 
good if there are N different prices in N equal period*. Mr. Waugh 
has also tried to prove that the gain in consumer’s surplus will be 
approximately in proporation to the square of the price variation. 
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is also interested in price control because otherwise it would 
have to pay higher wages and salaries to its own employees 
in the event of a rise in the cost of living Index number. 

Lastly, it may be mentioned that the object of price 
control may well be to promote economy in production 
rather than merely to protect a consumer. This aspect o 
price control policy was particularly manifest in theGerman 
■war economy during the second world war. In Germany 
the failure to reduce prices to the utmost possible extent 
was made a punishable offence in the same way as an un- 
justified increase. Under the War Economy Degree of 
September 4, 1939, special cost increases resulting from war 
risks or even war losses were not allowed to be passed on 
in the higher prices. Price control came to be used in- 
creasingly as a means of promoting efficiency and economy 
in production. This was important since the profit motive 
and competition, — the forces ensuring efficiency and ^eco- 
nomy in a free system, were more and more eliminated.^ 

The problem of price control is to be studied in relation 
to different types of market organisations as well as to the 
general characteristics of the economic structure of the 
country. In a perfectly competitive market, price control 
is a matter of classic difficulty. The job of the Price Con- 
troller may be almost as hopeless as that of King Canute 
when he tried to set a limit to the advance of the sea. But 
the problem may not be so very intractable in an imperfect- 
ly competitive market where the Price Controller’s task is 
simplified by the reduction in the number of sellers whose 
production cost and profit margin may be much more easily 
ascertained . for the purpose of imposing price ceilings. 
Again, in so far as price control depends upon the existence 
of control over supplies, an imperfect market greatly helps 
price control because it facilitates _ control over supply. 
Price control presents the least practical difficulty -where 
there is a perfect monopoly. In practice, however, both 
perfect competition and perfect monopoly are very rare 
things and the actual market is characterised by a very long 
gradient between the two poles of competition, and roono- 

vidc World Economic Survey 1939-40, 
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poly which accounts for the varying difficulty of instituting 
price control with respect to different commodities. 

It is a commonplace, observation that successful price 
control depends on control over both supply and demand. 
_^B g n _ su Pply is limited or inelastic, price contr ol bec omes 
>. UCCess ^ u ^ ° nIy ettective demand is con tr &ile3 == by~' a 
s y£tejiL^i_ratiomngr It 1 is, "however, conceivahlcftkat price 
control may also become successful even if there is no 
ormal rationing. * The seller may distribute his limited 
stocks only among his established customers and at the 
controlled rate. It all depends on the sense of honesty 
and of responsibility possessed by the dealers. Rationing 
m ay be necessary in such cases not so much as an aid to 
Pnce control measures but for replacing the individual 
businessman's allocation by a system of .social allocation. 

Again, while price control depends upon the proper 
adjustment of relationships between the supply and the 
emand, supply and demand relationships are to be under- 
stood with reference not to a point of time but to a period 
ot time. For instance, nhen effective demand is increasing, 
the maximum price is to be settled after taking into consi- 
deration not only the existing supply but also the future 
P^cntial supply which may also be dependent on the level 
°t the maximum price laid down. 

_ There are both direct and indirect methods of price 
fixation. Direct price fixing may take any of the following 


(a) A maximum selling price ; 

(b) A minimum selling price ; 

(c) Both a maximum and a minimum price ; 

(d) Specific price-fixing ; _ 

Fixed price relationship. 

i • P I l < ^ er the maximum price method only the ceiling price is 
laid down by the Government. The actual market price 
may iiell be below the ceiling price. Where conditions of 
scarcity prevail, actual price may well coincide with the 
maximum selling price. ^fhere only the minimum price 

1 ~ Vide Backman — Government price-fixing. 
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is laid down, a limit is set to a possible decline m toe mar ' >- 
price. Under conditions of shortages in supply, the mini- 
mum price regulation may have very little P r: ' c ^ c: r 
significance. As a rule, the maximum price method is 
useful under conditions of shortage, while the minimum 
price method is useful under conditions of glut- . c 
former method, therefore, primarily applies to war conditions 

while the latter method applies primarily to conditions ot 

depression. Under special circumstances, a combination 
of the two methods may be found to be useful. 

The maximum price method may take either of the two 
forms : 

Single or bulk-line price for the entire out-put or a 
system of different prices for different firms. Under the 
single price system, the price is fixed high enough to ensure 
profitable operations by many of the high cost or bulk-line 
producers. This is also known as bulk-lint price fixing. 
Bulk-line costs refer to the unit costs of the marginal 
producer whose out-put is considered essential. It is 
however not necessary that the bulk-line price should be 
fixed at the cost level of the most inefficient firm. It may 
be a good solution if the bulk-line price is fixed in such 
a way as to cover the marginal costs of, say, 90% of the 
productive capacity. 

One great defect of the bulk-line price fixing method is 
that under it large profits are reaped by 1 the low-cost or the 
most efficient producers. This defect may, however, be 
overcome if the method of differential price fixing is 
adopted under whicli different price ceilings may be 
imposed on different firms. But this method is not free 
from various objections. In the first place, it may lead 
to an awkward situation in which one and the same 
commodity may sell at different prices to different consu- 
mers. This is an intolerable situation. A way out may, 
however, be found out if the entire out-put is purchased 
trom different manufacturers 'at different prices and then 
sold to the public at an average ‘pool* price., 

Historically speaking, the maximum price method has 
been applied m three different ways — 
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1. The historical commodity price freeze ; 

2. The administratively determined price ceiling ; and 

3. Formula pricing.* 

Under the historical commodity price freeze method, 

, the actual catalogue price fixed by each manufacturer on 
a given base date is declared to be the maximum price. 
This is an individual firm type of freeze since the maxima 
are. the effective sale prices for the different manufacturers. 
This method, however, may lead to difficulties in particular 
cases. 

In the first place, certain manufacturers nho have not 
been in a very happy position at the base date may 
feel the squeeze, the ruling price at the base date being 
unduly low or depressed. Alternatively, the historical 
commodity price freeze method may give rise to unduly 
high profits of certain other manufacturers. Besides, this 
method is not applicable to individual or non-standard 
products. Another objection that can be urged against this 
method is that the costs of production may go on increasing 
if there is monetary inflation or if there is an Excessive 
demand for certain factors of production which are inelas- 
tic in supply. The historical commodity price. freeze method, 
therefore, can be legitimately employed only if it is accom- 
panied by a factor price freeze method. We cannot legiti- 
mately ask the manufacturer to sell his out-put at the ruling 
price of yesterday unless we take steps to ensure the supply 
to the manufacturer of the necessary factors of production 
at yesterday’s ruling prices as well. This is particularly 
necessary whenever the structure of production happens to 
be vertically integrated. 

The second method, namely, the administratively deter- 
-minded maximum price method is a method under which 
the Government either establishes a single bulk-line price 
for a given commodity or . sets up different prices for dif- 
ferent firms. Leaving aside the controversy regarding the 
relative merits of bulk-line price fixing versus differential 
pricing, there are various difficulties in the assessment of 

& Vide article by W. A. Leiswanger in the American Economic 
Review January 1943. 
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the different elements which.go to make up 


the individual 


rfcct 


STmSSi ~ of production. In the 
stage of the science of cost accouru , qj . standard 

cult to find out a universally acceptably obsolescence, 
for calculating allowances for depreciation o .? ccs f 0 r 
How to make depletion or depreciation all doubk 

wasting assets like mines or for facionc ' £ demand 

or triple shifts under the abnormal pressure ot ?( ^ 

with little or no. facilities for repairs _ diversity 

further complicating f actor of the stti . . n j n n0 rmal 

of practices followed in different cou ?;5 , C \ 1C <j ra nt of 

times. For example, there is a prmisioii u. S. A.. 

depletion allowance, for wasting assets {o , urpo scs of 
but there is none m the U. K~ . tnoug made 


Due mete n'mc ah w «rc 

calculating E. P. T. liability some concessions *cr cost 
by the British Treasury during this war. ) -JJ l ^, anCe 
accountants ate not unanimous about the , ‘ own 

to be made for marketing expenses or j capital 

capital and land as distinguished from borrowed P 
or rented land. Above all. the question is ,10^ Q f 
out the marginal costs of production when t . q £ 

the margin itself depends on the everchangmg p 
supply and demand ? 


made 


The cost of . production basis for price fm g. $ ^ 

still more difficult to apply when different P . Q £ 
to he fixed for different manufacturers. A vast army 
qualified accountants has got to be employed which wi 
involve huge administrative costs and create . 

loopholes for corruption. A huge Inspectorate st 
also be necessary for attending to complaints 


So far, we have been dealing with the cliff ic 
determining the manufacturing costs only, ft the odj 

of price control is to guard the interest of the consumer, 

will' he necessary for the State to lay. down the maximur 
margin for the entire chain of Distribution. Sometime 
only the final retail selling price is fixed (m addition 
the manufacturers’ selling price} with the hope that tht. 
different intermediaries between the manufacturers - an 
the final consumer will be able to divide appropriately 
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among themselves the total distributors’ margin. This 
method provides for some degree of elasticity in the distri- 
bution of total margin allowed among the different parties. 
A great defect of this system, however, is that the stronger 
parties in the chain of distribution may try to appropriate 
an unduly large part of tire total profits allowed. The 
Price Controller in such cases is forced to resort to a more 
rigid method of determining the margin for each class of 
distributor. ~ 

The third method known as “Formula pricing" is usually 
employed in the case of non-standard products. There 
are three patterns of formula pricing : — 

(l - ) The standard product reference method ; 

(2) The margin freeze method, and 

(3) The factor price freeze method. 

Under the standard product reference method, if the 
commodity in question is a modified standard product, the 
manufacturer is required to list the differences between 
the new products and the standard products. These cost 
differentials are reviewed by the price controlling autho- 
rities for the purpose of final price fixation. Under the 
margin freeze method, the distributors’ (.or the manufac- 
turers’) margin is frozen. Lastly, we come to the factor 
price freeze method under which it is assumed that factor 
prices are fixed and price changes are allowed only for 
technological reasons. Here the squeeze is on the manu- 
facturer if wage rates or material prices or overhead 
expenses show any increase. 

Minimum * price-fixing means the setting up 
of a price below which sale transactions are not 
permitted to take place. Whereas under the maximum 
price method a ceiling is imposed beyond which prices are 
not allowed to rise, under the minimum price method a 
floor is set below which prices are not allowed' to decline. 
The former method is necessary for protecting the consumer. 
The latter method is necessary for the protection of the 
producer. Although minimum price-fixing is particularly 
important in a period of depression, it may also be necessary 
in war-time in order to give encouragement to producers 
of -particular classes of goods, particularly agricultural 
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both a maximum and a minimum price when it is desired to 
protect both the consumer and the producer. AIL the 
difficulties involved in fixing the ‘ceiling’ and the ‘floor’ 
price are present in this case and we need not go over 
them again. 

Specific price-fixing means the setting up of a fixed 
price for a particular commodity. The same price is at once 
the maximum and the minimum. The specific price is the 
description of a state of affairs in which the gap between 
the maximum and the minimum price is reduced to zero. 

The specific price may take either of two forms : it may 
remain fixed for a fairly long-period or it may take the 
shape of a changing schedule of prices, a particular price 
ruling over a specified interval of time. The changing 
schedule of prices which is generally applied to agricul- 
tural goods may slope upwards when the intention of the 
government is to induce producers to hold their stocks from 
the market in order to prevent an undue slump due to a 
sudden dumping of stocks on the market in the harvest 
season. It may also slope downwards when the intention 
of the Government is to induce producers to sell their 
stocks as rapidly as possible. The former type is appro- 
priate to a state of depression, while the latter form is 
appropriate under conditions of speculative hoarding. 
Specific price-fixing is a much more difficult matter than 
the setting up of a maximum or a minimum price. 

Fixed price-relationship means the fixing of the price 
of a commodity at a pre-determined ratio to that of another. 
Thus there is a base price with reference to which the 
price of the controlled commodity is sought to be fixed. 
The base price may be a fixed price or a changing price. 
In the latter case fixed price relationship may be lacking in 
precision and definiteness. Again, the controlled price may 
, he arrived at either by adding an absolute sum to base 
price or simply by allowing a percentage increase on the 
base price. This method may be adopted when it is desired 
to prevent a shift of the demand from one commodity to its 
substitute. For example, the prices of sugar and gur may 
be fixed at an appropriate ratio in order to prevent the 
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sponsoring schemes of rationalisation which may involve 
the elimination of misfits and amalgamation of different 
firms, by rendering positive help in the shape of supplies 
of machinery, spare parts and technical advice to the firms 
engaged in producing essential goods, by eliminating 
"'astes of superfluity or luxury, by offering inducements 
in the shape of bonus or tax exemption to firms whose out- 
put may exceed an agreed target (as under various premium 
price plans). 

By stimulating production the Price Controller helps 
much to diminish the gap between demand and supply and 
to. the extent that he succeeds in doing so the maximum 
price tends to approximate to the long-period equilibrium 
price. As a rule, however, it is seldom possible to expand 
production to the desired extent in the highly abnormal 
conditions created by a Great War. A gap of more or 
less considerable dimension persists. Under such circums- 
tances further measures are generally found to be necessary 
for making price control effective. These measures 
take the shape of control over supply and of control over 
demand. Control over supply may be exercised in various 
ways. In its most drastic application it may take the 
shape of a complete State requisitioning of the entire 
domestic or imported supply of the commodity in 
question. The more usual method is to institute a 
universal system of licensing under which all producers are 
required to take out a licence and to submit periodical 
returns to the Licensing Authority showing their stock in 
possession and other relevant details. The licensed manu- 
facturers and dealers are required to dispose of their goods 
to approved parties only and at scheduled prices. Thus all 
individual initiative in production, bargaining, and market- 
ing is destroyed. The industry and the trade are both 
brought under ruthless State regimentation as a condition 
precedent to their survival ,in a planned regime. The 
licensing system ensures that the goods are not spirited 
away, the moment ceiling prices (which are below the 
market prices') are declared. . There is usually a strong, 
Enforcement Branch whose business is to see that the terms 
and the conditions of the licence are not violated with 
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Before concluding this discussion, some . 
may be made regarding thc limitations of price ^ 

In thc first place, some degree of rise in price may ln 
avoidable if there is a rise in the cost of production 
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■war-time costs of production may rise to some extent in ^ 
ease of imparted goods on account of increased freight 
Insurance charges. Or again, costs of imported goods n * - 
rise if there is depreciation of thc local currency. ■ - 

even in such eases price control may be made effective 
the State follows a policy of subsidy, as has been don 
by the \3. X. during the second world war. Secondly, 
price control may be virtually defeated through a lowering 
of the quality of the commodity in question. Thc same 
name may be applicable to different qualities of the same 
commodity. The Price Controller’s job may be well done 
only if it is possible to designate different grades or 
qualities of a particular commodity and to assign different 
prices for those different qualities. Thirdly, it may be 
observed, rises in price in war-time are not always a sign 
of speculation, hoarding or profiteering, but may reveal 
deeper mal-adjustments between production and consump- 
tion. It follows that as long as the price control concen- 
trates wholly on the price phenomena themselves, it may be 
merely dealing with symptoms/ Lastly, it should be 
remembered that in exercising control over particular 
commodity prices one should take a macroscopic rather 
than a microscopic view. _ The economic system is similar 
to a delicate machine in which different parts are so 
closely inter-related that any local disturbance will h ave 

* Vide 10th Annual Report — Bank for International Settlements 1940. 
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its reverberations in numerous other parts as well. Jules 
Backman' r has likened this inter-relationship to a series of 
ripples that spread out when water in a lake is hit by a 
stone. These ripples flow in every direction. Similarly, 
in the economic sphere, if it is sought to control particular 
commodity prices without controlling the prices of the 
related goods, whether substitutes or essential ingredients, 
the object of price control may well be defeated. Again, 
it often happens that a particular factor of production has 
many alternative uses. Price control in such cases may be 
effective only if it is exercised over all the alternative 
products. 

' Rationing, as we have already seen, implies controlled 
consumption and controlled distribution. In a free economy 
the total amount of individual consumption depends 
primarily upon three factors : — 

(li) the individual’s tastes and choice ; 

(2) the market price of different commodities ; 

(3) the pattern of distribution of money income 
in the society. 

In a free economy, if shortages in the supply of particular 
goods develop, equilibrium between supply and demand is 
maintained with the help of the price mechanism. Rise in 
price occurs which at once limits demand to the extent 
necessary for maintaining current market equilibrium and 
sets m motion forces for expansion of suDply through the 
diversion of factors of production to the industry concerned. 
The imposition of a system of rationing does away with the 
need for the operation of price mechanism for the restora- 
tion of a lost equilibrium. It also reduces the significance 
of differences in money income and, to some extent, of 
differences in individual tastes and choice. The number 
of points or coupons attached to the individual ration card, 
and not the level of the individual moneyincome, determines 
the maximum level of individual consumption. , 

Rationing thus substitutes State allocation of consump- 
tion goods for private allocation. Such a system necessarily 
violates the "principle of optimum allocation of goods 


* Jules Backman — Government Price-fixing. 
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patterns to suit the tastes of different classes of consumers. 
This might involve wastes and superfluities. The teconomy 
of a total war, of which rationing is an integralpartdemands 
the elimination of all such wastes. This object is largely 
fulfilled through the concentration of production on what 
is known as the utility programme. In the British and 
German rationing systems the utility programme has played 
a very conspicuous role. Utility articles have been defined 
in the U. K. as “articles which are defined, within more or 
less narrow limits, by minimum specifications, etc. of the 
nature or the quantity of material used, of a size or weight 
or of method of construction, have maximum prices and 
normally bear a statutory mark of identification”. Thus 
in the British utility cloth programme, to quote the words 
of Dr. Dalton, “there is no room for the production Of 
ornaments and knick-knacks, of frills and fripperies”. The 
British utility products programme includes within its 
scope, besides clothing with which it was initially asso- 
ciated, boots, shoes, household textiles, pottery, glassware, 
mattresses, furniture, umbrella, cutlery, pencils, mechanical 
lighters, suitcases and even wedding rings. Rationing is 
thus a powerful instrument for enforcing economy in 
production. The third objective of rationing is to serve as an 
aid to measures of price control. We have already referred 
to the general tendency towards rising prices in war time 
which is a joint outcome of an increasing rise in money 
incomes and dwindling supplies of civilian consumption 
goods. A considerable portion of war-inflated money 
incomes may no doubt be absorbed by means of a well- 
conceived taxation and borrowing programme. But even 
then some, and sometimes rather large, gap might persist 
between demand and supply which means that prices will 
tend to go up much beyond the statutory ceilings. Price 
control measures thus break down for one thing because 
there is a limit to the extent to which the effective rate 
of taxation may be increased during war-time without 
impeding maximum production and without destroying the 
morale and the spirit of co-operation of the business 
community, and secondly, because die wealthier section of 
the community might often prefer to resort to capital 
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disinvestment, assumin'* that the great bulk of their current 
income is taken away by the State through one pretext or 
other, rather than submit to any drastic reduction in their 
customary standard of consumption. Thus price control 
in war time may be effective only through a quantitative 
control over demand by means of a system of rationing. 

A possible fourth objective of rationing to which a 
reference mnv also be made, though that is seldom cons- 
ciously or deliberately pursued by most rationing adminis- 
trations, may be to modify the general pattern of income 
distribution in favour of the poorer section. Relatively 
less well-to-do sections may be enabled by means of the 
rationing technique not only to enjoy an increase in their 
real income due to limitations imposed on consumption by 
the rich, but may also have their money incomes increased 
through the sale of some of their rationing coupons. 
Persons who have not the necessary amount of purchasing 
power for using all their ration coupons may find it profi- 
table to sell same of them in exchange for money with 
which they might use the rest of their coupons. Thus 
rationing introduces a new form of income, which may 
be described as 'coupon income' and might release a new 
stream of purchasing power which may have the effect 
of modifying appreciably the existing pattern of income 
distribution. , 

Rationing may take various forms ; according to the size 
of the field to be covered and the units in which the ration 
is to be expressed. If the essential scarce commodity 
happens to be something homogeneous, rationing usually 
takes the form of assigning a limited quantity of the same 
to each individual. "This is known as specific rationing 
During the first world war, specific rationing in Europe 
generally took the form of assigning an equal quantity of 
the same commodity to different individuals. One great 
defect of the equal rationing system, however, is that it 
does not take into account the different needs of different 
individuals, needs based upon differences in age, state of 
health, nature of occupations, sex and other relevant 
factors. On account of these defects, continental rationing 
systems which were in force during the second world war 
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took a highly differentiated form. Distinctions have 
usually been made between heavy workers, very heavy 
workers and the normal consumer. Different rationing 
units have also been assigned to different age groups. 
Protective foods have usually been reserved for or given 
in large quantities to nursing and expectant mothers and 
invalids and children. Similarly, in the development of 
cloth rationing programmes, special needs of women and 
of men belonging to different occupational or social groups 
have usually been taken into account. Thus, either the 
equal rationing system has been replaced by a highly 
differentiated form of rationing as in the continent, or it 
has been supplemented by special arrangements for groups 
with special needs as in the U. K. 

When the commodity in question does not happen to be 
homogeneous in character, specific rationing may well be 
either impracticable or undesirable ; for instance, in the 
case of meat, it is well nigh impossible to assign to each 
and every individual different kinds and cuts of meat. 
Group rationing is usually resorted to in such cases. The 
individual is allowed to purchase a limited quantity of the 
different varieties or kinds of commodities included within 
the group. Under group rationing, commodities are grouped 
according to their different degrees of substitutability from 
the point of view of either demand or supply. There is a 
high degree of substitutability, from the point of view of 
demand, for different kinds of meat, different types of 
clothings, and so on and so forth. A high degree of 
substitutability, from the standpoint of supply, also exists 
for commodities which are produced with the' help of more 
or less the same materials or the same capital equipment. 

Group rationing may take the form of either value 
rationing or point rationing. Under value rationing, the 
individual is allowed to spend a fixed sum of money on 
the purchase of different commodities included in the 
group. In the British system of meat rationing, for instance, 
the consumer has been allowed to spend a certain amount 
of money each week in the butcher’s shop and can buy 
either a small amount of an expensive cut or a larger 
quantity of a cheaper meat. Under the point system of 
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group rationing the individual is allowed to spend a 
definite number of points or coupons in the purchase or 
commodities included within the group. 

Group rationing gives the individual some amount of 
freedom of choice which is absent under specific rationing. 
Specific rationing, however, has the advantage of bringing 
about a very close correspondence between supply and 
demand which may not exist under group rationing. The 
productive machinery may be so handled that supplies may 
be fully adjusted to the total demand calculated from the 
number of ration cards issued. Under group rationing, 

' just because the individual has been given some amount 
of freedom of choice, it may not be possible to adjust fully 
the supply of different kinds or qualities included in the 
group to the actual fluctuating market demand. Thus both 
shortages and abundance in the supply of different commo- 
dities may easily develop under the group system. 

Group rationing gives rise to various interesting problems 
which arc absent from specific rationing. Under value 
rationing, the individual who is allowed to spend only a 
limited sum of money on his total purchases of items 
included in a group may be tempted to concentrate his 
purchase on the cheaper qualities. This may lead to a 
decline in thd price of' the superior qualities and the 
consequent decline in their supply unless they happen to be 
joint products. Concentration of production on the 
inferior qualities may be desirable from the point of view 
of' economy in production. But "economics may be better 
effected through control over production rather than in an 
indirect wasteful manner via changes in the character of 
demand. Moreover, "the time at which stfch changes 
become desirable or feasible usually will not coincide 
with ,the date on which rationing is to be introduced, and 
•the effect of value-group rationing on the price and supply 
of better' qualities cannot be. exactly foreseen’’. 44 ' Further 
in the case of; joint products, no shifting of production in 
response to. changes in demand is possible. In' such cases 

* Vide article by Hans P Neisser on "Theoretical aspects of Rntionind” 
in the Quarterly Journal of Economics May 1942. 
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State subsidy may be necessary, if production is not to be 
reduced or if the price of the inferior product is not to 
register a compensatory rise. 

Under the point system of group-rationing, the State 
has to perform the unenviable task of determining the point 
price of different commodities. Here, too, we may expect 
to find a shifcing of demand to commodities with a relatively 
low point value in view of the limitation to the total point in- 
come. Point price may be determined either according to the 
value of different commodities or according to the service 
value of resources or other scarce materials embodied in 
different commodities, e.g. the point price of food commodi- 
ties may be determined with reference to their nutrition 
value. Similarly, the point prices of woollen garments may be 
determined according to their different wool contents. If 
the ration is small, fixing up of a high point price according 
to service value may have the effect of driving away 
demand to the inferior qualities. In such cases, it may be 
desirable to fix the same point price for superior and 
inferior qualities, while the money price may be allowed 
to vary. Thus richer people will buy superior qualities at 
higher money price, but at the same point price. Where 
the ration is relatively large, the point price of different 
commodities may be determined in terms of both service 
value and the value of materials used in their production. 
Higher point price may be fixed for better and more costly 
commodities in order to restrict their demand; Under 
combined value-and-point rationing, demand will shift to 
commodities with a high point value but with a relatively 
low money value, or to commodities with a Ibw point value 
but with a relatively high money value, according as the 
individual happens to belong to the poorer or the more 
well-to-do classes. ' ■ - : • 

Under point rationing, temporary shifting in' the supply 
position of different commodities vis-a-vis their demand 
may be met by an appropriate change in. their point prices. 
If, there is abundance in the supply of a particular good 
its__ point price may be lowered in order to stimulate 
demand. Similarly the point price may he raised if shorta- 
ges develop. 



26 


r nitre coxynoi, asp ■ caiiosing in* india 


A system of point rationing virtually introduces a new 
type of currency, o sort of rationing currency, which 
becomes the principal medium of exchange, while the 
significance of the more usual form of. currency is drastic- 
ally reduced. The fact that equilibrium between supply 
and demand has to be maintained by a manipulation in the 
point price, constitutes, to quote Lemer, a “restoration of 
the price mechanism in a limited and disguised form, with 
points taking the place of prices and the coupons, a kind of 
subsidiary currency". 

While group rationing may be applied even to commodi- 
ties which are amenable to specific rationing, whenever 
it is thought desirable to give the consumer some amount 
of freedom of choice, it is nevertheless necessary to retain 
the technique of specific rationing in some eases. For 
example, a commodity like petrol, the private consumption 
of which in war-time has got to be drastically reduced 
because of its high value from the military point of view, 
has got to be put on specific rationing. Group rationing 
is not of much avail for these purposes. 

Another variant of group rationing is what Dr. Kalecki 
has described as “general rationing"*. Under this system, 
there is a universal over-all rationing under which the 
individual can spend a limited sum of money on hi® total 
consumption expenditure. This general rationing gives 
the largest amount of freedom of choice to the individual 
consumer. It also conduces to a good deal of simplification 
in the rationing administration, since it no longer becomes 
necessary to allow different ration cards to the same 
individual for different items of consumables. Distri- 
bution under this form of rationing also becomes free from 
the wastes of allocation associated with ordinary rationing. 
Dr. Kalecki developed this concept of general rationing 
as an anti-inflationary device. The problem of price 
control in war time, it is claimed, would be automatically 
solved under this plan, since the total volume of consump- 
tion expenditure becomes strictly controlled, whatever 
the rise in the volume of .money income under the stimulus 
of a great war. Kalecki claimed that this plan compares 


* Vide Bulletin No. 3 of the Oxford Institute of Statistics. 
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favourably with the Keynesian plan for deferred vav ««« 

i he device of general rationing, however is nnr frSo 
from certain serious shortcomings In the first Slice 
does not solve the main problems of rationing namelv A^ 

effectms of an equitable distribution of s "!'r«”ssI;Sl 
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scvamb.e for the purchase of scarce' essential 
g . econdly, it may be very difficult to effect a 
proper adjustment between su'pply ' and demand since 
producers and shopkeepers may not know for certainty 
the exact shape of public demand for different types of 
commodities. Further, in view of the general redo crinn 
m the total volume of consumption expenditure we mav 
expect to find a general shifting of demand from better 
to inferior qualities with a consequent reduction in the 
price of superior qualities. This may lead to large scale 
unemployment of factors of production engaged in 
producing superior goods or quality products unless 
generous subsidies are granted by the State. If over-all 
rationing takes the form of point rationing, the problem 
becomes even more complicated since it becomes necessa^ 
to fix pomt prices for all sorts of commodities and S 

price u a ndpr reSPOnd ;; nCe b , etween point price and m °ney 
T n . er . over-all value-cum-point rationing, the 

individual is given both point income and an upper limit 
to the volume of money expenditure which may be used 
for purposes of current consumption. Here the State has 
to determine both the pomt price and the money price for 
different commodities The volume of individual demand 
for different classes of goods will depend on two indepen- 
dent variables, namely, the point price and the monev 
price. Thus one and the same commodity will be demanded 
either if the point price is relatively low and in compen- 
sation -the money pnce is relatively high, or if the point 
price is relatively high and in compensation the money 
pnce is relatively low. Thus with a given quantity deman- 
ded there is associated an infinite number of poinUvrice 
monc^pnce combinations. ^ 



28 


I'UICr. CONTROL AND RATIOS ISO IN INDIA 


So far we have discussed simply the theoretical aspv *■ 
of rationing. But rationing is not primarily a problem 
economic theory. It is a pragmat'o problem in P r ‘^ c *-. J 
administration. The practical rationer has to _ dec . 
"irhs:li*r to ration. iWiot to ration, when to ration 
particularly haw t> ration." 


and 


The decision whether to ration will depend upon 
variety of considerations. Before a policy of rationing 
decided upon, we have to answer the fo' lowing questions . 

Is it likely that the distributive mcc' anism will brea ’ 
down if rationing is not resorted to ? Docs the supply 
position warrant the assumption of rationing obligations • 
If supplies arc abundant, no rationing is necessary unless 
of course, it is decided to restrict consumption in order 
to release factors of production for war uses. Again. 1 
sunplies are too scarce or too erratic, it may not be a wise 
policy to undertake general rationing obligations. On tae 
other hand, if the commodity in question happens to be an 
essential good like food or clothing, inadequacy of supply 
is an additional reason for putting the commodity imme- 
diately on rationing. 


The decision “ what to ration" similarly depends on a 
variety of considerations. From the purely administrative 
point of view, it is desirable to restrict rationing to as 
narrow, a field as possible. Only the essential goods in 
short supply may be put on rationing. But this consider- 
ation may be outweighed by other more vital considerations. 
For example, a policy of reduction of consumption and of 
economy in production generally may necessitate a wider 
application of the rationing principle. Secondly, it may be 
unfair' to limit rationing ohly to a few articles while leaving 
untouched various other related goods. Apart from the 
problem of injustice to particular groups of traders involved 
in any scheme of partial rationing, there is' also the possi- 
bility of a shifting of production from the rationed to the 
non-rationed products. 


The decision “ivhen to ration” will also depend on a 

* Quoted {tom a paper on rationing read by U. G. Gcttd be! ok. Vi 
American Economic Association, January 1943. £e tilc 
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balancing of the following considerations. From certain 
points of view it is better to resort to rationing as soon as 
shortages in supply are apprehended. That would at once 
prevent a demoralising scramble for supplies, panicky hoar- 
ding and consequent distress to the ordinary consumer and 
give the rationing authorities a good deal of time for the 
formulation of their p’ans and for ironing out the angulari- 
ties of the actual rationing administration. On the other 
hand, there is a good deal of reason in favour of postponing 
the actual introduction of rationing till its necessity becomes 
apparent to all and sundry, so that a good public reception 
may be assured for the rationing discipline. In any case, 
however, it is imperative that plans for the introduction of 
rationing should be prepared well in advance. A rationing 
programme hurriedly conceived and hastily put into opera- 
tion cannot hope to be very much of a success. 

Lastly, we have to decide the question, "how to ration”. 
The actual manner in which rationing may be introduced 
depends upon the nature of the commodity and other rele- 
vant factors. If the supply is too small or too erratic to 
permit of a general rationing, or if the commodity happens 
to be such that it can be of use only to particular classes of 
persons, then the permit system of rationing may be resorted 
to. For example, petrol, motor 'car, refrigerator, radio, 
fountain pen, etc. — all such commodities may be distributed 
by the ' certificate method. The certificate method again 
may be employed either in a general way or in a discrimi- 
nating manner. In the case of motor spirit, for instance/ a 
basic ration is usually allotted to a’l car-owners if the supply 
situation so permits, while a supplementary ration is allotted 
to those whose occupations require wider use of motor-cars. 
In the case of fountain pens, radios etc. permits are issued 
only to those whose needs, may 'be adjudged to be most 
urgent. Under this method, a good deal of discretion has 
got to be vested in the permit issuing authorities with con- 
sequent loopholes for abuse, corruption, favouritism etc. 
Sometimes, scarce commodities are also distributed even in a 
less formal manner. Shop-keepers are simply asked to sell 
not more than a very limited quantity of the commodity in 
question to one person at a time ; or sometimes a special type 
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o £ shop, the so-called "fair price" shop may be selected for 
distributing such commodities. 

The other forms of rationing, c.g. specific rationing, 
groun rationing etc. have already been discussed and we 
need not dwell on them any further. 

Practical rationing administration has to grapple with 
various other problems as well. Is the consumer to be given 
the right to purchase his rations anywhere he likes ? Or 
should he be tied to a single retailer? Usually, for the 
sake of administrative convenience, every individual ration 
card holder is required to get his ration card registered with 
a particular shop. This may be a convenient arrangement 
for the consumer provided the registering shop is not situ- 
ated far away from his normal place of residence. On the 
other hand, however, the tying of an individual consumer 
to a particular shop has the disadvantage of plicing him en- 
tirely at the mercy of the shopkeeper. The shopkeeper is no 
longer under the necessity of observing common business 
courtesy or of supplying the best quality products and 
virtually becomes or behaves like a typical sundried 
bureaucrat. 

Practical rationing administration should be responsive 
to public criticisms and suggestions and characterised by a 
high degree of flexibility. This responsiveness is secured 
only if the general public are associated, in some form or 
other, with the rationing administration. Successful admi- 
nistration of rationing also depends upon the amount of co- 
operation which may be received from the business commu- 
nity. If businessmen adopt a hostile attitude, the ordinary 
civil servant with his meagre knowledge of business techni- 
calites may make quite a mess of the task of distribution of 
essential daily necessaries of life. 



CHAPTER (I 


Evolution of Price Control in India 

,-*cJ n v th t r , eaItI ) °J prices the second World War did 

and of r had ° W bef ° r , e lt ‘ PriceS of com modities in general 
and of raw materials m particular, after the ml if 

tendencv t- t 1V d d r°° m ° £ j 935/7, showed on the wlfoIe°a 
igOdency to decline, a tendency which lasted up to August 

f 9 ' T j e outbreak of the war was a general s S 
of upward movements of prices outside Europe on S ?hJ 
fetation of a high rate of consumption of materials and 
. fmished products for Military purposes, and of dislocations 
m the normal trade channels, while in Europe itself the 

cost price structures of different countries feft the impact 
renewed currency depreciation, higher transport costs 
enhanced tax and direct State intervention in the realm of 
prices Bitter memories of the disastrous consequences 
of inflation during the first world war were principallv 
responsible for a good deal of initial preparedness, on the 
part of the belligerent European Governments; for 
countering the forces of inflation during the second world 

war. Indeed, at last one country, namely Germany, adopted 
a system of price control almost three years before the 
• outbreak. The principal method adopted by her 
was the familiar device of price stop which forbids the 
increase or prices above the level prevailing on a fixed 
date except under well-defined conditions. The base dat„ 
was 7th October 1936 and no price could be changed 
without previous approval by the Price Commissioner 
lhe price stop method was also employed by England and* 
France, though the base date was September 1939 r n 
England prices might be adjusted above this level when 
such adjustment was necessitated by increased cost of 
materials or higher costs of selling on production including 
wages, insurance charges etc. In France, prices could be 
u 7 T y A exception when such increases were 
justified by the dcfacto conditions in which commercid 
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concerns were carrying on business or by' r ‘ — 
prices of the imported raw materials." With ctfcc- • 
1st May 1910, howo«r. increase of price due w hi r».«v 
in costs could he permitted only by the National Com 
for price control. „ . 

As the war progressed and as the impact of the risrn 

of war effort and of new de elopmcnts ot t ic * - 
f;lt differently in differen 


tempo 
changing 


war 

wir 


situation was 


W 13 fc.iu U.HW.I « « 

sections of the market, the technique of price control * 
suitably altered. Generally speaking, the scope and >■ 
ambit of control was. progressively expanded till j 

between the totalitarian economic systems and the so-cal 
free systems of the great Western democracies bccanv- 
xvell-high indistinguishable. 

In India, as elsewhere, the outbreak of the war was foj}° 
wed by an abrupt speculative rise in retail prices. 1“ 
immediate reaction of the Government of India was to 
delegate powers under the Defence of India Rules to the 
different Provincial Governments to fix prices of bare 
necessaries of life like foodstuffs, salt, kcrosine and ordi- 
nary varieties of cloth. But these powers remained mainly 
as a threat in the background and were not made much 
use of. It was felt in official quarters that the sudden 
spurt in the price level was more or less temporary and that 
it would die down as soon as the speculative fever would 
be over. Nevertheless, it was agreed that the situation 
deserved careful watching and that representatives of the 
Central Government and of different Provincial and State 
Governments should meet together from time to time for 
the purpose of making periodical surveys of the pursuit 
of this policy. The. first Price Control Conference was 
held as . early as October 1939. At that time the weekly 
index number bf primary commodities stood at 111 4 onlv 
(basic week noted August 19, 1939 = 100) The 
general consensus of opinion at this Conference -was 
opposed to the idea of any interference with the course of 
price movements. As a matter of fact.the small rise in prices 
which had taken place was welcomed. It was felt that the 
agriculturists who had'the most gruelling of experiences 
during the great depression of the thirties should be 
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mm which e l° r f the bene£ il °.f such upward price move- 
tiftnar^ ; ™ u S0 far was reflationary rather than infla- 

this Cnnf n c ^ ara . cter * Among other conclusions reached at 
mis Conference, it was agreed that : 

, W m the case of imported goods as well as of 
goods of all-India importance, the basic price 
was to be fixed, in the first instance, by the 
Central Government and in the case of other 
goods by the Provinces ; 

C2) that the normal basis of price control was the 
replacement cost ; 

(3) that it was desirable to develop a price intelli- 
gence service ; and 

(4) that the list of essential commodities already 
notified required no modification. 

, y December 1939, however, the weekly index number 
nad already risen to 135’9. This rather steep rise in price 
necessitated the summoning of the Second Price Control 
Conference which was held towards the close of January 
, -*-940. This Conference, too, did not favour the idea of price 
control. It was, however, agreed that if and when price 
control became necessary, the fixation of prices at primary 
wholesale markets and at the stage of production was to 
be a central responsibility, while the retailer’s margin was 
to be determined by the Provincial and the State 
Governments. 


The period between January 1940 and February 1941 
was a period of a general price decline, the weekly index 
number registering a decline from 135.3 to 109.7 during 
the same period. The index number, however, began to 
rise again after February 1941 and rose to 138’3 in September 
1941, In January 1941, the Central Government delegated 
to the Provincial Governments the power of prohibiting 
with-holding from sale of the articles already selected for 
price-control. When the third Price Control Conference 
met in October. 1941, the general complacent attitude dis- 
played in earlier conferences had almost disappeared 
though the principal cause of headache was a rise in the' 
prices of cloth and yarn, following the passing of freezing 
orders against Japan, rather than the prices of food grains! 
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0£ course, the wheat position was causing some apprehen- 
sions, A declaration was, therefore, made at this Conference 
that the Central Government might intervene any moment 
if the price of wheat continued to rise any further. As the 
price of wheat went on soaring, the Central Government 
issued a general warning to traders on November 2, 1941, 
to the effect that the Government considered Rs. 4-6 -y per 
maund at Lyallpur and Hapur to be a suitable maximum 
price. This warning, however, went unheeded. Accordin- 
gly on December 5, 1941, the Central Government declared 
Rs.4-6-0 per maund to be die maximum price for wheat 
at Lyallpur and Hapur, while Provincial Governments 
were authori,ed to fix maximum prices at any other place 
"having regard to the normal relations between prices at 
such places and at Lyallpur and Hapur”. This was the 
step taken by the Government of India towards exercising 
control over the normal trade machinery and it had its 
repercussions on the entire markets. The immediate 
effect of the imposition of price ceiling was the sudden 
disappearance of wheat from the Punjab markets. In order 
to conserve supplies, the Punjab Government placed an 
embargo oa the export of wheat except under permit. 
The need, however, was felt for a machinery for 
determining a scheme for allocating exportable surplus 
of wheat from the Punjab. Accordingly, in December 
1941 a Wheat Commissioner for India was appointed 
whose main function was to regu’ate the distribution of 
wheat. At the end of March 1942, the maximum price of 
wheat was raised to Rs.5 /- per maund at Lyallpur and 
Hapur and to Rs. 5-4-0 per maund at Sind centres in order 
to stimulate the marketing of the new crop. On April 30, 
1942, the wheat control order was passed under which 
all movements of wheat by rail from producing to con- 
suming areas were banned except under permits to be 
issued by the Wheat Commissioner, while inter-district 
movements within the producing provinces were left to 
be controlled by the Provincial Governments concerned. 
On the basis of this order, an all-India plan for distribution 
of wheat was prepared and put into operation. 

Control over the rail-road .movement of wheat was not 
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inspired by the motive of price control alone. The 
transport situation in the country also necessitated such 
controls. The Indian Railways had been passing through 
an abnormal strain right from the very beginning of the 
war. The apprehension of Japan's entry into the war, 
by increasing the tempo of India's war effort, added consi- 
derably to this strain on the capacity of Ind an Railways. 
Thus rigid control over goods traffic became necessary 
for reasons of transport congestion, if not for any other 
reason. The subsequent outbreak of the Far Eastern War 
a so profoundly affected the economic prospects of the 
country and created altogether new problems of growing 
complexity. India was rapid : y converted into a major base 
of operations for the war against Japan and the task of 
feeding, clothing and otherwise catering to the needs of a 
vast and gnw'ng al'ied Army stationed in or based on 
India devolved on India's shoulders at a time when the 
supply position began to deteriorate on account of loss 
of import facilities, a series of bad harvests, and the 
conversion of the domestic economic structure to a war 
basis. On the one hand, there was a big increase in 
demand both from the Government and from the people 
of India whose money income had increased tremendously 
under the stimulus of huge Governmental war expenditure, 
and on the other hand, the volume of availab’e consumption 
goods dwindled to a small trickle, while the virtual dis- 
location of the transport system, also for military reasons, 
made the task of distribution of available consumption 
goods almost a hopeless one. The inflationary policy 
of the Government, taken in conjunction with major military 
reverses sustained by the allies in 1942 and in the early 
months of 1943, -created an atmosphere of absolute un- 
certainty in which the speculator and the hoarder easily 
scored a very good innings over all the forces of control 
and justice. It is against this background that we have 
got to consider the results of the Governmental efforts at 
price control which now became an imperative necessity 
both in the interest of maintaining civilian morale — a 
fundamental point in military strategy — and in the interest 
of the war effort itself. 
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The Fourth Price Control Conference was held m 
February 1942. This Conference recognised the necessity 
of making the most efficient use of die limited transport 
facility available in the country for the purpose of effecting 
proper distribution of food grains. The emphasis was 
shifted from control over orices to control over distribution. 
It was also recognised that whi e the distribution of 
commodities of all-India importance like wheat was to 
be a central responsibility, other commodities like nee 

and bajra which had to move only within certain specified 

rones could be left to the control of regional authorities 
like Regional Price and Supply Boards and Regional 
Transport Boards which were to be evolved for that 
purpose. 

The Fifth Price Control Conference met in April 1942. 
In order to ensure proper distribution, the Conference 
recommended that wholesale dealers should be licensed 
by the Provincial and State Governments and that such 
wholesale dealers should furnish periodical information 
to the Provincial and State Governments concerned 
regarding the course of distribution of the foodstuffs 
handled by them. It was also laid down that in granting 
licences the existing channels of trade should be main* 
tained as far as possible. The question of licensing retail 
dealers was left to the discretion of the local Governments. 
The Conference also warmly welcomed the idea of forming 
Regional Boards, which was first mooted in the Fourth 
Price Control Conference, for the purpose of co-ordinating 
the supply of food grains within each region and of sugges- 
ting wholesale prices which might be fixed for articles of 
regional consumption, for making recommendations to 
the Central authority in regard to wholesale prices of 
articles of all-India importance, and for co-ordinating retail 
prices in adjacent regions. After reviewing the prices 
of specific commodities, the Conference came to the con- 
clusion that the then prevalent price control over wheat 
should be maintained. As regards rice, the general opinion 
was that the price of rice had not yet reached a level at 
which control was necessary. In case, however, control 
became necessary, in view of wide differences which 
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.existed both in variety and in price, different maximum 
prices might have to be fixed in different areas for diffe- 
rent qualities of rice. The whole question might be 
looked into by the Regional Boards which were shortly 
to be constituted. Similarly, it might become necessary 
to control the prices of some millets of fairly wide consum- 
ption. Here, too, recommendations were to be made by 
the Regional Boards. 

The Conference also recommended some concrete 
measures for the transfer of the surplus acreage under 
short-staple cotton to the production of food crops. By 
the time the sixth Price Control Conference met in September 
1942, the menace of the black market was already looming 
high in the horizon. The Conference was in favour of 
instituting some system of co-ordinating the purchase 
of surplus wheat and other food-grains to meet the re- 
quirements of the military and of deficit areas. Thus the 
•nucleus of what afterwards came to be known as the “Basic 
Plan” was born at this Conference. The Conference also 
recommended the creation of a Civil Supplies Advisory 
Council and a Central Price and Supply Board for strength- 
ening the price control machinery at the centre. The 
former body was to consist mainly of representatives of 
the trade and industry and its functions would be to advise 
the Central Government on all matters connected with 
prices, supplies and distribution of commodities, while 
the latter body would be an executive body constituted 
to assist the Civil Supplies Commissioner {rice and 
miscellaneous ) and the Wheat Commissioner for India 
in the performance of their duties relating to food grains. 
Its functions would be “to advise the Central Government 
in regard to the formulation of a programme of movement 
of supplies and advise the_ Provincial Government in 
regard to the principles governing the fixation of secondary 
prices in relation to basic prices”, as well as to scrutinise 
the data received from the Regional Price and Supply 
Boards and from Provinces and States in regard to sur- 
pluses and deficits in different areas. The Conference 
also recommended the opening of “fair price” shops in poorer 
localities for bringing down the . retail prices of essential 
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consumer Roods in the interest of the poor consumers. 
Mr. N. R, Sircar who presided over this Conference 
declared that "time has come when controi must cover 
not only the prices but also the supply and distribution 
of the controlled commodities ; it is also essential to 
extend such patterns of control over competitive food 
grains so that the producer and the seller shall have no 
incentive to sell these in preference to the controlled 
commodities".* - 

Wheat and sugar arc the two commodities the prices of 
which were sought to be controlled up to the first half 
of 1942. After the fall of Burma, however, the price of 
rice began to soar up and rice entered into the category 
of problems. 

The Provincial Governments in the principal rice-growing 
areas were at first faced with problems similar to those 
w r hich were developed earlier in the wheat markets, 
namely rise in prices, scramble for supplies, reluctance to 
sell on the part of growers and traders and so on. In 
June 1942, the Government of Bengal issued for the first 
time an order fixing, with effect from 1st July 1942, the 
maximum prices for medium and coarse rice in the Ca cutta 
market. The wholesa’e price of rice was fixed at Rs. 
5-12-0 per maund. This price reflected the market situ- 
ation which prevailed several weeks ago but fell far 
short of the then current market prices. Accordingly, as 
in the case of wheat in the Punjab, the declaration of 
a statutory maximum price was immediately followed by 
a complete disappearance of rice from the normal market. 
In order to conserve supplies, the export of rice and paddy 
from the province was prohibited except under permit. 
In this respect, too, the Punjab example was followed. As, 
however, rice still refused to appear in the normal market, 
the Government of Bengal raised the wholesale price by 
• one rupee but the on y effect of this measure was to 
raise the black market price almost exactly by a rupee. 
In order to relieve the situation, the Government adopted 
two measures: first, distribution at controlled price- of 


♦The Indian Information, Nov. 1, 1942, 
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denial" stocks* through controlled shops, employers’ shops 
and the Calcutta Corporation (this diminished the demand 
for rice from the biack market) ; secondly, the decision not 
to enforce controlled price except in the case of gross 
profiteering. The above measures helped to restore 
equilibrium in the rice market, but only temporarily. The 
situation took a grave turn towards the close of 1942 when, 
thanks to the Midnapore cyclone, crop disease and other 
natural calamities, there was a disastrous failure of the 
aman crop. Psychological factors, transport difficulties 
and the general speculative fever, all served to accentuate 
the situation already rendered difficult by the crop failure. 
The prices of rice and paddy rose abruptly. The sudden- 
ness of the rise in price can easi’y be gauged by the fact 
that in Burdwan district the price of medium rice rose 
from Rs. 7-8-0 per maund on 18th November 1942, to 
Rs. 14/- per maund on 7th December 1942. To cope with 
the situation, and in order to break the Calcutta market, 
the Government of Bengal announced on March 11, 1943, 
their decision to remove every vestige of price control. At 
the same time, the Government came forward to purchase 
as much rice and paddy as possible on its own account. 
Embargoes on inter-district free movement of rice and 
paddy, however, remained in force. The abolition of 
control over the price of rice in Bengal was followed by a 
declaration of free trade in North-East India on 18th May 
1943. It was hoped that unrestricted inter-provincial 
free trade, coupled with internal de-control, would mate- 
rially help the situation in the Calcutta market, but that 
hope was never fulfilled. The only effect of the dec'aration 
of a free trade zone in North-East Ind’a was to raise the 
price of rice in the neighbouring markets of Bihar and 
Orissa. Moreover, Bengal did not succeed in importing 
much rice from the Provincial Governments concerned, 
which never saw eye to eye with the Central Government 
in the matter of the free trade zone declaration. The price 
of rice in the Calcutta market remained above Rs. 30/- per 
maund throughout the free trade-period. 

-ftThe phrase Menial riee' refer* to the surplus rice removed from certain costal areas 
of Bengal out of apprehension of an impending Japanese Invasion. 
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The assumption underlying the policy of statutory price 
control in Bengal was that stocks were availableinthccountry 
but that they refused to appear for salcinthc normal market 
in expectation of higher prices in the black market. In order 
to assess the actual statistical position regarding supply, the 
Governmentof Bengal embarked upon food drives, at first in 
the districts outside Calcutta and Howrah, and subsequently 
in Calcutta and Howrah, These food drives, however, did 
not disclose the existence of any appreciable hidden reserves 
in the country. Once the suspicion about the existence or 
hidden stocks was dispelled, the Bengal Government moved 
towards the reversal of the policy of decontrol. In August 
1943, the Government of Bengal announced their decision to 
fix maximum prices for rice and paddy on a descending scale. 
The rates wereRs. 30/- a maund for rice and Rs. 15/- amaund 
for paddy between August 28 and September 9, 1543 ; Rs. 
25/- a maund for rice and Rs. 12/8/- a maund for paddy 
between 10th and 20th September 1943 ; and Rs. 20/- a maund 
for rice and Rs. 10/- a maund for paddy from 20th to 25tli 
September onwards. This novel device of a descending 
scale of maximum prices was calculated to induce both the 
producer and tho trader to come forward and offer 
to the Government the new Aman crop at the most 
advantageous price possible. The Government also de- 
dared their readiness to purchase all rice and paddy which 
might be offered to them either by agriculturists or traders 
at local market rates or at the statutory maximum price, 
whichever was lower* Unfortunately, however, the scheme 
was not a success ; prices did not come down appreciably 
and the Government did not succeed in procuring the 
expected quantities. The great Bengal famine of 1943 
which, according to official estimate, took a toll of 35 lakhs 
of innocent human lives, was a grim confession of the utter 
failure of the price control measures of the Government. 
During the period or the famine, the price of rice ranged 
anywhere between Rs. 40/- to Rs. 100/- per maund in 
different areas of Bengal. Indeed, in a sense, the famine 
itself was due to the simple fact that the price of rice was 
much too high for ordinary people to buy as much as they 
required for their bare sustenance. 
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' Before proceeding further with th? stojy of the Bengal 
Government s next experiment with price control in respect 
of rice, let us for a moment look backward and trace the 
development of the al^-India policy regarding price control 
fp^m the stage where it stood at the time of the meeting of 
the Sixth Price Control Conference in September 1942. The 
first most important development was the creation of the 
Central Department of Food. Hitherto, the food problem 
in India was tackled by a multiplicity pf Departments 
with the result that proper co-ordination of work or 
Speedy action was not possible. The Food Department 
was created for taking over the administration pf all 
measures of control over prices, supply and distribution 
of foodstuffs and for a forward planning of production. 
The task before the new Department was one of enormous 
difficulty. In the first place, there was an over-all shortage 
of foodstuffs to the tune of nearly 14%. Secondly, there 
was a complete lack of confidence on the part of the public 
which accounted for abnormal hoarding on the part pf 
both consumers and producers. Thirdly, there was specula- 
tive hoarding on the part of the trader. Since the essence 
of the problem of price control lay in the possibility of 
transferring surplus food grains from the surplus to deficit 
areas, the Government's attention was devoted to the 
development of a proper machinery of procurement and 
distribution. In order to restore confidence on the part 
of the general public and the trading classes, the Govern- 
ment sought the assistance of His Majesty's Government, 
for securing imports of wheat apd also withdrew on January 
25, 1943 the statutory maximum price for wheat. Secondly, 
in order to eliminate competitive buying of foodgrains for 
export purposes which would inevitably have the effect 
of raising their prices, the Government appointed purcha- 
sing agencies which were to work under the direct control 
of Provincial and State Governments. This was a step in 
the right direction since the presence in the market of a 
number of big purchasers operating in the same area would 
necessarily have the effect of raising the price level. 
Thirdly, the export pf surplus of each area was kept 
wholly under the control of the Government and was 
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bottomless pit for foodgrains and also in order to check 
excessive demand. 

The next landmark in the Government of India's food 
policy was the publication of a report of the Foodgrains 
Policy Committee, popularly known as the Gregory Commi- 
ttee, for the consideration of which the Fourth All India Food 
Conference met on October 13, 1943. Sir J. P. Srivastava, 
the then Food Member, made in that Conference three 
announcements of policy in accordance with the recommen- 
dations of the Gregory Committee. The first was that 
the Government accepted the recommendation that India 
must cease to be a net exporter of foodgrains. This 
measure was necessary in view of the position of over-all 
shortage of foodgrains in India. The second was that 
the Government would make every effort to secure suffi- 
cient imports of foodgrains from abroad for the purpose 
of making good India's accumulated deficit of million 
tons as well as for the purpose of building up a Central 
Foodgrains Reserve of 500,000 tons. This central reserve, 
it may be noted, was to be utilised for the purpose of 
meeting any local deficits occurring in any part of India. 
The third point was the declaration that the Government 
wanted to associate public opinion with the work of the 
Food Department. Thus, it was proposed to set up at 
the centre, in an advisory capacity, a body representative 
of all important elements. The Government also accepted 
the recommendations of the Gregory Committee regarding 
the introduction of rationing in all important urban areas 
as well as the suggestions offered by the Committee for 
proceeding in a more business-like fashion with the revised 
basic plan. The question of price control was raised for 
discussion on the third day’s meeting of the Fourth All 
India Food Conference. With the exception of the Punjab, 
the representatives of all the different Provincial Govern- 
ments unanimously favoured - the institution of statutory 
price control in respect of foodgrains in accordance with 
the, recommendation of the Gregory Committee. Sir 
Ramaswamy Mudaliar, who presided over this Conference, 
while accepting the recdmmendation of the Conference that 
statutory , price control was to . be instituted for all major 
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dSsiring enforcement bf such control height proceed, Subject 
to approval by the Central Government* with -their price 
control measures. The Regional Food Commissioners, it 
>4s Stated, could fulfil the functions of the Central Goverhf 
ment and all price control measures were to be examined 
or discussed ott a regional basis in close consultation .with 
the Regional Food Commissioner. This address was follo- 
wed up by a letter to Governments in the Eastern Region 
Stating that the Government of India considered it highly 
desirable that they should in consultation with eacli other 
arrange that statutory maximum prices fixed for rice and 
paddy in their areas should be in parity with each father 
by the middle of January 1944. 

In 1944 statutory price control was instituted for wheat; 
gram, barley, bajra, jowar and maize on an all-India basis. 
The statutory maximum prices for wheat, bajra and jowar 
were fixed at Rs. 9-8-0, 7-8-0 and Rs. 7/- per maurid 
respectively. Nci all-India statutory maximum price was 
fiked for rice on accourit of different conditions prevailing 
in different rice-growing areas. The Provincial Govem- 
mehts themselves, however, imposed statutory maximum 
prices for rice and steadily brought them down. The 
Government of India also set up a price advisory committee 
consisting of experts -Who have been constantly bringing 
the level of prices of different foodgrains under their 
review. 

As result of all these measures the prices of foodgrairis . 
were appreciably brought under control in 1944 and 1945, 
Provincial disparities in prices^ were progressively lessened 
as, thanks to the progressive improvement of the procure- 
ment and the distribution arrangements, it became much 
more easy to transfer foodgrains from surplus to deficit 
areas than it ever had been in 1943. In order to facilitate 
transport, a Movement Directorate was set up within the 
War Transport Department. Lack of storage facility 
often acted as a serious impediment to the movement of 
foodgrains. Accordingly, a Storage Directorate was set 
up at the centre entrusted with the task of providing 
India with ‘ first-claSs go-doWns. The intransigence of 
different Provincial Governments which was largely res- 
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the country to the best possible an^ areas. 

butc the over-all shortage evenly between ^ch baffled 

The problem of price control m Bengal ^ 

all solution in 1943 considerably cased do n ^ ^ q{ tfac 
The major factor responsible for this . c -^ ! j t f foodgrains 
situation was the introduction of rationing J crta king 
in Greater Calcutta early in 1944 and the 
by the Central Government to feed Calcu ar< 

foodgrains imported from outside Bengal for ° ■ 

We have already seen that the key to the problem P£ 
control in Bengal lay in breaking the Calcl ' tta : r i C e in 
With the introduction of rationing, the market in ; 

Calcutta was literally destroyed, and since the t-ci 
Government undertook to supply all the food requi *j CITl< L ( l 

of°Gr eater Calcutta there was a notable fall in the demand 

fnr Bengal rice. This factor, in conjunction with a bumpe 
harvest in 1944, made the task of the price controlling 
authorities in Bengal inf mitely easier. 

The maximum wholesale prices of nee and paddy nave 
been 'changed from time to time by the Bengal Government 
under the Bengal Foodgrains Price Control Order 1943. 
The maximum prices have also varied from district to district 
according to their different supply position. The maximum 
prices have also varied for traders, rice mills and agricul- 
turists Towards the close of 1945, the actual price at 
which 'transaction took place^was often much below the 
statutory maximum price. In November 1945, for example, 
tbe level of -wholesale prices of rice once came down to 
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di-Vrf-r 7 • , • rouna different distncts and . in each 

• a „ s - lngIe agent is appointed for the purpose of 
talrpr. ■ ln ® tIC - e aijd P a ddy, Thus, restriction of movement 
bn v ;n rt 1 \ COn .! U ? ctl ? n fc h e elimination of competitive 
ridd^wiif.. helped much to bring down prices from the 
S d m-r g i ts reached in the famine year 3943. 
i„i While 1944 and 1945 witnessed a more or less success- 
tmi ^. ra P p hng with the all-important problem of price con- 
v respect of foodgrains, the outlook in the present 
”, distinctly gloomy. India to-day is faced with an 
tood shortage which, it has been officially stated, 
in mu more ser ' ous than the deficit which India faced 

rifh 4 u T ” e s hadow of a famine, which is nature-made 
tner than man-made (since there has been a serious failure 
harvests in South India due to lack of rains and other 
natural calamities ) is already causing the price of food- 
jF ai . ns to shoot up like rockets in the deficit areas. It is 
urncult to think how the Government will succeed in 
stopping this spiral movement of food prices unless it 
f UC <ui S * n ™P°rting adequate quantities of foodgrains 
to fill up India's deficit, a difficult task in view of the 
over-all world shortage of foodgrains and the not very 
sympatetm attitude of The United Nations Food Board 
at Washington, After all, it must be remembered that 
successful price control depends upon the possibility of 
maintaining some sort of equilibrium between supply and 
demand. No amount of jugglep' can make price control 
effective in a market in which that equilibrium has 
been rudely disturbed and cannot be restored due to 
lack of supplies. The Government, no doubt, is trying 
its utmost to minimise the gap both by a policy of cxten- 
tion of rationing to wider areas including the smaller :towns 
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Before concluding this -chapter a few general remarks 
may be made regarding the various experiments, with 
price control in respect of food-grains which we have 
just described. The first thing to note is the absolute 
failure of all initial efforts which took the form of 
Setting up. price ceilings. In the first place, the Govern^ 
ment simply declared a statutory maximum price' with 
the hope that the market price would automatically 
conform to the official fixed price. But this hope was 
never fulfilled. The only outcome of the declaration of 
a statutory ceiling price, unsupported by measures ai- 
med at controlling supply and demand, was a 
complete disappearance of the entire stock into the 
black market which caused not a little sufferings and 
inconvenience to the ordinary public. The Government 
took a painfully long time to discover the simple truth 
that in a period of acute over-all shortage and of 
general uncertainty, price control could hardly become 
effective unless there was an absolute control over 
supplies as well as control over demand. None of these two 
essential pre-requisites to price control, however, could be 
easily fulfilled in a vast sub-continent like India with my- 
riads of scattered dealers and with a very vast consuming 
public, some of whom had, for the first time, sufficient 
purchasing power to consume as much as they liked. 
The task of price control was also rendered extremely 
difficult by the lack of popular support for the Govern- 
ment and by the hostile attitude adopted by the trading 
community and, not the least, by the utter 

corruption which prevailed in the Departments 

of Civil Supplies. The enterprise of price control 
became virtually a battle of wits between a .nor very 
efficient and a not very honest bureaucratic administration 
and a very clever business community bent upon inven- 
ting devious means for circumventing Governmental control 
measures. Thus the conditions which accounted' for the 
successful operation of price control.in the U.FC., — namely, the 
existence of an administration broad-based on public support, 
the prevalence of the spirit of a close co-operation between 
t-Le administration and the business mnununitv, and the 
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CHAPTER HI. 


PRICE CONTROL MEASURES IN RESPECT OF 
COMMODITIES IN GENERAL. 

In the previous Chapter we traced the c^oluti ^ 
price control in India with special reference j cc 

prices of the principal foodgrains. It was not oo ^ , 

alone, however, which soared up to giddy heights 
thus caused untold hardships to the ordinary consuroi. ^ 
The inflationary spiral in which the entire n 
economy was caught since the second half of 
affected powerfully, though not in equal proportions, 
the prices of all sorts of commodities, particularly those 
which were in great military demand. The Calcutta 
Index Number for all commodities which stood at 250 m 
January 1943 (base : July 1940=100) rose to 315 in May 1943- 
The General Index Number of wholesale prices (compiled by 
the office of the Economic Adviser to the Government of 
India ; (base : week-ended August 19, 1939=100) which 
stood at 101.1 for the week ended September 2, 1939 
rose to 240.9 during the week ended July 31, 1943. The 
prices of many essential daily necessaries of life often 
shot up to five or six times their pre-war levels. The 
need was accordingly felt for holding such rises in 
prices under leasb as well as for bringing them down 
as far as possible in the interest of the ordinary 
consumer whose income did not rise in proportion to 
the general rise in prices. In order to carry out this 
essential task, a new Department of ' Civil Supplies and 
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^ th£ CentraI Gove ~ early 
t 0 ough the task of price control was shared 

to a greater or less extent, by other Departments as well’ 
be first big task which engaged the attention of this 
new Department was the cloth crisis which was now 
Jnst beginning to raise its ugly head, but the Depart- 
ment 0 f Civil Supplies had also to grapple with the 
Problem of price control in respect of quite a large 
variety of other essential commodities as well. It is 
hardly possible for us to deal in detail with all the 
bewildering variety of control measures which have 
been passed from time to time by the Government of 
India under the Defence of India Rules. Our present 
study, therefore, will confine itself to an analysis of 
the control measures applied to some representative 
essential goods only. 


Cloth : Next to food, cloth caused and is still 
causing the greatest anxiety to the Indian public. Cloth 
prices began to soar from 1942 onwards, and by 1943 
they were so very high that they were practically beyond 
the reach of the poor and middle-class consumers. 
Accordingly, the necessity was felt for controlling cloth 
prices. The principal basis of cloth control in India 
has been provided by the Cotton Cloth and Yarn 
(Control) Order 1943. The order is a comprehensive 
one covering the constitution of a controlling body 
kno'wn as the Textile Commissioner for India, and the 
steps to be taken for the purpose of bringing out the 
hoarded cloth in India and also for ensuring an orderly 

and regular flow of cloth to consumers all over 
India. 
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Under this Order, a Textile Control Board consisting 
of 25 members, representing the interests of the Industry 
labour and consumers, has been created. The Textile 
Board has formed a Committee from among its members 
which is to deal exclusively with technical matters, and 
in particular, with matters relating to the fixation of 
prices, increase in production, standardisation and rationa- 
lisation. The members, arc exclusively recruited from 
the representatives of the textile industry. A Committee of 
the Board may, by resolution, form, from among its 
members, a standing Sub-Committee to exercise on its 
behalf such of its functions as may be specified in the 
resolution. The members of such a standing Sub-Commi- 
ttee or Standing Committee may tender advice, through 
the Textile Commssioncr, to the Central Government 
on matters connected with the purposes of the Order. 
’If, however, the Textile Commissioner is unable to 
recommend to the Central Government to accept the 
advice so tendered, he shall refer the matter back to 
the Committee or Sub-Committee, as the case may be, 
for further consideration. If, after such reference, the 
Textile Commissioner is still unable to recommend to 
the Central Government to accept any advice so tendered 
by the Board or any Committee or any standing Sub- 
Committee, he may refer the question to the decision 
of -the Central -Government. The Textile Commissioner 
may ' also "refer any matter, on ’ which he desires advice, 
to the -Chairman of the Board who shall refer the 
same to • the Board or to the appropriate Committee or 
standing Sub-Committee. In such cases, too, in 'the 
event of any disagreement between the Textile Conimi- 
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ssioner and the Board, the whole matter is to be referred 
to the Central Government for decision. 

So much about the composition of the Textile Control Board. 
, The very first act of the Government in the direction 
of an effective price control in respect of cloth was to 
adopt measures for unearthing all the existing stocks of 
cloth and yam in the hands of dealers and manufacturers 
who were required to declare their stocks of yarn and cloth 
held as on 31st. July 1943, by 15th August 1943. It was 
further laid down that, 

(1) No cloth or yarn manufactured before 1st August 
1943 shall remain in full bales after 31st August 1943 ; 

(2) All such cloth and yam shall be finally dis- 
posed of by retail sale not later than 31st October 
1943 (this time-limit was subsequently extended to 31st 
December 1943) with the object of ensuring that future 
manufactures do not go into hoards but freely move 
into consumption ; 

(3) It was further laid down that after 31st July 
1943 all cloth and yarn produced by a manufacturer 
shall be marked by him with the date of packing in 
the manner specified by the Government ; 

(4) All cloth and yam so marked shall be finally 
disposed of by retail sales within six months of the 
date of packing ; and 

(5) No manufacturer can at any time hold stocks 
of cloth which exceed the total quantity manufactured 
by him during the preceding three months. 

The above measures succeeded in bringing down 
wholesale prices of cloth to some extent.* 

At first, it was hoped that the prices of cloth would 
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automatically corac down as a result of the application 
of the above provisions relating to hoarding and unear- 
thing of all hoarded stocks. But this hope was not 
fulfilled. It was then realised that profiteering could be 
checked only if ceiling prices were fixed and stamped 
on cloth and yam in order to check evasion by dealers, 
but this policy was carried out in two stages. In the first 
stage theTextile Commissioner set up ceiling prices — ex-mill 
as well as retail — for 12 standard varieties of cloth, and 
four varieties of yarn, and dealers were asked to sell 
their stocks of cloth of other varieties on this basis. 
This was done in August 1943 As the results, however, 
were not quite satisfactory, it was decided to fix the prices 
of all varieties of cloth and yam, This was, indeed, a 
colossal task, as it involved the fixing of ex-mill and retail 
selling prices for more than 3000 varieties. But this task 
was also done and an Order was passed by the Texile 
Commissioner which made it compulsory on the part of 
every mill-owner not to release any cloth or yarn without 
putting the date and price markings on it. 

Another device which was simultaneously adopted 
was the launching of the "standard cloth" scheme 
on the lines of the British utility cloth programme. 
Standard cloth was produced in 66 types of shirtings, 
dhoties, and sarees. It was sold at a uniform price 
all over India. Since the cloth was produced ' under 
controlled conditions, its manufacturing costs' could be 
ascertained without much difficulty. The retail selling 
prices were arrived at by adding 61% to its ex-mill 
price. Every province or State received standard cloth 
at Railway centres indicated by it at a uniform price 
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equal to ex-mill price plus 1 $%. To this 4 ‘% could be add^ 

-^ arnVmg at the retai1 se Uing price. The Govern- 
ed 2 ° Se t : P^duce 2000 millior, yards of standard 

cloth L ^ firsc twelve-month period. The standard 
cloth- scheme, however, failed to fulfil the hope which 

a ! , ngI J all y P lac ed in it. It appears that the design 
width and other features calculated to maximise eco- 
nomies in manufacture made the standard cloth much 
too dull and unattractive even for the ordinary consumer. 

The problem of price control in respect to cloth has 
by no means been an easy problem-. The first task 
which the Textile Control Board had to face was to 
find out appropriate levels at which the prices of 
different varieties of cloth might be legitimately fixed. 
Generally speaking, the control price of cloth and yarn 
nas been arrived at in the following manner : — 

At first, the manufacturing cost of every mill is deter- 
mined. Since there are both efficient and inefficient 
factories, the manufacturing costs have naturally varied 
from factory to factory. In order to give sufficient 
attraction to the marginal producer, the maximum price 
has often been determined with reference to the cost 
Of manufacture of the marginal producer. Thus the method 
. of bulk-line price-fixing has generally been adopted, though 
the method of differential price-fixing has also been followed 
in some cases, different maxima being laid down for 
different cotton mills. 


Since the price of the finished goods depends upon 
the prices of the' factors of production the 
Textile Control Board had to devote some attention to 
this aspect of the question as well. Broadly speaking 
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the main elements of the cost of production of cloth 
are : — 

(1) wages ; (2) price of raw-materials ; and (3) the 
prices of stores, machinery etc. 

So far as the first element was concerned, the 
Government could not take any effective measure for 
preventing a continual upward movement of wages ■which 
was inevitable in a period of rapidly increasing cost 
of living, but the Government was somewhat more 
successful in freezing the prices of the other two factors 
referred to above. In the first place, the Government 
tried to control speculation in raw cotton. For some 
time, futures trading in cotton was completely prohibited. 
Later on, however, some relaxation was made and forward 
trading in cotton was re-opened subject, however, to 
maximum-minimum regulations. The Government of India 
fixed Rs. 550/- as the statutory ceiling price for cotton 
in terms of the Indian Cotton Contract. This was nece- 
ssary in the interest of price control of cotton manu- 
factures. At the same time, the floor price was fixed 
at Rs. 400/- in the interest of growers. It may be inci- 
dentally noted here that the price of raw cotton slumped 
heavily during the first phase of the war owing to 
the loss of export markets. It rose to giddy heights 
only when the Indian Textile Industry came to be flooded 
with war orders creating an unprecedentedly high demand 
for Indian raw cotton in the home market. The Govern- 
ment also laid down ceiling prices for bobbins and imported 
shuttles in order to keep down the price of essential mill- 
stores. Thus the factor-price-freezing method was combined 
with bulk-line price fixing or differential price fixing. 



PEICB CONTROL OP COMMODITIES 


69 


In spite of all the measures referred to above, 
however, the cloth problem remained as acute as ever. 
The country was faced with a cloth famine of an 
increasing intensity and huge black markets in cloth 
became almost the order of the day everywhere in India, 
and not the least in the main manufacturing centres. We 
have stated elsewhere that price control can hardly 
become effective unless there is a complete control over 
both supply and demand. In the face of an over-all 
acute shortage in supply, the only way left open was 
the establishment of a universal system of rationing, 
but that was a stupendous task and an almost impossible 
•one for the highly understaffed administrative systems 
in India. The other course was to expand produc- 
tion. But here, too, coal, machinery and personnel were 
the limiting factors. No new cotton mills could be started 
for lack of machinery and technical personnel, while 
even the existing mills could not work to their full 
capacity for lack of fuel. It was a particularly dis- 
tressful sight to see cotton mills, like the Dhakeswari 
Cotton Mills of Dacca, standing idle for lack of coal, while 
the country was under the shadow of a forced semi-nudity. 
While periodical shortages of coal were responsible for 
stoppage of work in cotton mills (this coal shortage being 
primarily due to transport difficulties) lack of yam was 
also responsible for the compulsory idleness of innumerable 
cotton weavers throughout India, and in Bengal in parti- 
cular. Thus the hand-Joom industry was not allowed to 
play-, its legitimate part in fighting the cloth crisis 
because of the Government’s failure to produce and distri* 
bute yam adequately. 
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Division of responsibility between the Centra! and 
the Provincial Governments was also largely responsible 
for the ineffectiveness of cloth control measures. The 
Textile Commissioner was responsible for the distribution 
of cloth from the mills to the Provinces and States, 
while internal distribution within the Provinces or States 
concerned remained a primary responsibility of the local 
Governments. India has been divided into different 
cones or geographical areas for the purpose of cloth distri- 
bution and it is the duty of the Textile Commissioner to allot 
cloth quotas to different cones and to see that the quotas 
allotted actually reached their respective destinations. The 


quotas fixed for cadi Province per head are as 

follows : — 

Name of cone. 

Allocation per head. 

Bombay Surplus Area (including 

18 

Yards 

W. I. States). 

Sind Deficit Zonc-Sind 

12 

»> 

Baluchistan 

24 

• « 

Punjab Dcfict Zone (including Delhi) 

IS 

ft 

U. P. Deficit Zone 

10 

»» 

Bihar Deficit Zone 

10 

»» 

Bengal Deficit Zone 

10 

** 

Bengal 

10 

»» 

Assam 

10 


Orissa Deficit Zone 

10 

#» 

C. P. Deficit Zone 

12 


South Deficit Zone 

10 

»* 

Rajputana Deficit Zone 

12 

»f „ 


Provincial quotas were fixed on the basis of pre-war 
consumption of cloth in different Provinces. It is. of 


* Vide the proceedings of the Indian Legislative Assembly on 
14 . 2. 45 • ' 
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course, admitted that reliable statistics regarding pre-war 
consumption are not available. Sir A. Haque claimed to 
have derived his figures from the Fact Finding Commission 
Report which had been appointed by the Government of 
India. According to the findings of that Commission, the 
rate of pre-war consumption of cloth was 30 Yards in 
Bombay and the Punjab, 25 Yards in Sind and 10 to 12 
Yards elsewhere. In the fixation of Provincial quotas, it 
was officially claimed, the main cuts were made in Bombay, 
Sind and the Punjab whose consumption before the war 
was highest, since it was felt that it was much easier for 
Bombay and the Punjab to accept a 40% cut from 30 yards 
than for Bengal to accept any cut at all from 10 yards. 

The allotment of mill-made cloth to different zones 
also took into consideration the local product of both mill- 
made cloth and handloom cloth. The idea was that the per 
head quota was to be made good out of both local production 
and imports from the rest of India. 

Since price control depends upon the adequacy of 
supply, the low quotas allotted to Provinces like Bengal 
were naturally not calculated to ease the Price Controller’s 
job. Thus the failure of price control measures in respect to 
cloth has been largely due to inadequate production of civilian 
clothes, the effect of which has been all the more disastrous 
in view of the increased purchasing power in the hands of the 
masses and the consequent increased demand for finer cloth 
and more cloth. The Bombay Mill-Owners’ Association 
has claimed that Cotton Mills have been making enough 
cloth for essential civil needs. The purpose of this claim 
was to foist the responsibility for the cloth famine on the 
shoulders of the Government. But this claim can hardly 
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be sustained. It may be true that India's Cotton Textile 
Industry produces per year nearly one-fourteenth of the 
total world production of doth and 13% of the world 
production of yarn. It may also be correct to say that 
the production of cloth by the Textile Industry inclu- 
ding hand-loom production comes to 94% of the pre-war 
cloth supplies in India, but this is not the full story. The 
Indian production of cloth also includes considerable 
quantities of varieties like canvas, newar, tentage cloth, 
bandage cloth, gauge etc., which cannot really be used for 
the purpose of clothing. Moreover, until recently quite a 
large percentage of indigenous cloth production was 
appropriated by the various Defence Services. Thre have 
also been considerable exportsof cloth. After deducting, from 
the total production of cloth, supplies to the Army, the 
cltoh exported, and the varieties that cannot be used for 
clothing purposes, the total cloth available for civilian 
consumption, including band-loom production, came to 12 
yards per capital during 1943-44 as against 15‘ 8 yards per 
capita before the war. This shows that the total quantity 
of cloth available for civilian consumption is 75% of the 
pre-war consumtpion. Moreover, hand-loom cloth is not 
subject to the Cloth Control Order. Thus the total supply 
of cloth over which the Government had effective control 
has been woefully inadequate. In this connection it may 
however be mentioned that at the present moment the 
supply of civilian cloth is somewhat larger than in previous 
war years on account of an appreciable decline in the cloth 
requirements of the Defence Services as well as reduction 
in the volume of exports. 

Black marketing in cloth, it has been officially 
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asserted*, is everywhere primarily responsibility of 
the wholesale dealers. There has been very little black 
marketing by the mills, although there has been a consider- 
able amount of it by the retailer. The latter has often been 
forced to resort to the black market because of the high 
prices charged by wholesale dealers who have often taken- 
away the entire 20% of profits intended for the entire chain 
of distribution. The retail dealers and the consumers 
were thus left to the mercy of wholesale, dealers. In order 
to stop this mischief, the Government allocated the profit 
margin amongst different types of distributors in the 
following manner : — 

3% for the mill distributor, 

8i% for the metropolitan wholesale dealers, and 
8i% for the village retailer. 

The Textile Control Board also recommended a 
complete over-hauling of the system of provincial distri- 
bution for checking black markets. It was suggested that 
the great wholesale centres should be cut out and that the 
provincial and State Governments should nominate, in 
consultation with dealers themselves, dealers who would 
make direct purchase in the producing centres and would be 
responsible for local distribution to the retailers. Since 
the process involves a drastic curtailment of the number 
of distributors and the licensing of provincial dealers, it 
would be possible for the Provincial Government and 
the District Authority to keep an exact check on every 
bale coming into the district. It would also save 
a considerable amount of transport and handling. 
This new policy of in ternal distribution would, of course, 

-X-Vidt the speech of Sit A. Hucuc in the Iretm Lcftltlivc Astemhiy on Mth, Ftb. 1945. 
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result in closing some of die normal channels of trade, bm 
then the Government, it was stated, was forced to ta 'v 
this extreme measure on account of the failure, a t<- 
repeated warnings, of the business community to play tie 
game in a scheme of controlled economy. 

Following the adoption of this new policy of distribution, 
the Government of Bengal appointed four handling agents 
who have been entrusted with the task of distributing do Ji 
in Bengal. These Handling Agents have been given a 
commission of 2^% This new scheme of provincial distri- 
bution has been severely criticised in Bengal. The 
appointment of the handling agents, it has been asserted by 
the Marwari Chamber of Commerce has been very unfair 
to commission agents. The commission agents were required 
to dispose of their goods at the rate of 3% over ex-mill prices 
(by quota holders of all outside mills) and at 7% (by impor- 
ters of outside mills). These terms, it has been stated, would 
involve commission agents in heavy losses. 

In spite of all these measures, however, black markets 
in cloth are still reigning outside the rationed areas. Mill- 
made cloth of good quality has almost become a thing of 
cherished memory and even in the rationed areas the cloth 
that is usually supplied on the production of Ration Cards 
is hardly fit for use by the ordinary middle class consumer. 

Price control in respect of cloth also embraces 
imported cloth. It has been laid down that importers’ 
price of any foreign cloth shall be its landed cost plus 
10% thereof. The dealers’ price of any foreign cloth 
shall be the importers' price plus 20% thereof. The 
dealers’ price for any foteign, yam shall be its importers', 
price plus 15% thereof. The landed cost of any foreign 
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cloth or foreign yam shall be determined or certified' 
by the Controller of the Province of Import in accor- 
dance with the following provisions : — 

The landed cost of any such cloth or yarn shall 
ordinarily represent the cost thereof to the importer, 
namely, the price charged by the exporter in the country 
of origin plus freight, marine and war risk Insurance 
charges and other charges incurred in respect of such 
cloth or yarn upto delivery on transit sheds at the Port 
of entry plus Customs Duty. In case of huge disparity 
in the figure thus arrived at and the ceiling price of 
indigenous manufacture, the Controller may take such 
disparity into account and fix landed cost at such higher 
or lower figure as may appear to him fair. The Con- 
troller may, if he considers it necessary, consult an 
import price committee which the Provincial Government 
may appoint and make such enquiry as he thinks fit in 
order to determine the landed cost. 

In order to ensure that the consumer gets the benefit 
of the control price, clause 12 of the Cloth Cotton and 
Yarn Order of 1943 provides that no manufacturer or dealer 
shall sell .or offer to sell any cloth or yarn at a price 
higher than the maximum price, that every sale of doth 
or yam by a dealer except to a consumer shall be at a 
price either f. o. r. station of despatch or ex-godown of 
storage, at the buyers’ option. Section 3 of clause 12 
provides that a dealer shall not buy or sell, except to 
a consumer, cloth or yam at a price, either ex-any 
godown of storage or f. o. r. any station of despatch 
(being a go-down or station within 100 miles of the 
manufacturer’s premises) w ich exceeds by more than 
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not be exercised because of the inability or unwilling- 
ness to include hand-made cloth within the scope of 
the Cloth Control Order. The supply position could also 
be improved by putting a complete ban on the export 
of cloth at a time when India was passing through a 
cloth famine. Unfortunately, strategic considerations, or 
considerations of Imperial foreign policy as well as 
considerations of the long-term interests of the cotton 
textile industry, apparently stood in the way of declaring 
an embargo on the export of cloth out of India. Very 
recently, the Government of India has also agreed to 
supply some quantities of cloth to Java with a view to 
securing some essential foodgrains by way of exchange. 
It is, however, gratifying to note that the export quota 
in respect of cloth has been reduced from 600 million 
yards to 400 million yards in view of the acute cloth 
-situation in the country. The strain on the cloth position 
has also been somewhat relieved by a considerable 
reduction in the demand of the Army for Indian cloth. 
None the less, the cloth position in the country to-day 
still remains extremely acute except in areas where 
cloth rationing has been put into operation in a formal 
fashion. The ordinary citizen hardly gets any mill-cloth 
except at very long intervals. Even when mill-made 
cloth is available, its quality is generally so low that 
people belonging to the middle-classes almost find it 
impossible to use. , Black-marketing in cloth still 
prevails on a very wide scale, though recently, as a 
result of numerous prosecutions and confiscations, some 
checks, have been imposed on the impulse to sell cloth 
in the black market. The true solution of the problem 
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would lie in the enforcement of a system of universal 
rationing of cloth which, however, has not been done 
so far. In view of the extreme shortage of superior 
quality cloth, black market in cloth mostly concerned 
these higher qualities. Thus price control in respect 
of cloth has been only a very qualified success. 

SUGAR : The Indian sugar industry was the first 
industry to come under complete State Control during 
this war. In the immediate pre-war period, the price 
of refined sugar was Rs. II/- per maund. Since 1941 
the price of sugar began to soar, particularly in the 
outlying provinces. Transport difficulty, together with 
increased demand for sugar from the Defence Services 
as well as from some foreign markets, was responsible for 
this rise in price. After the out-break of the Fat 
Eastern War and the conquest of Java by the Japanese, 
the strain on Indian sugar industry increased enormously. 
India had to supply the sugar requirements not only 
.of the home market but also of Afganisthan, Nepal, 
Bhutan, Tibet, Saudi Arabia, Persia, and other countries of 
the Near East. In order to stabilise the price of sugar, the 
Sugar Control Order was passed in April 1942. This Order 
extended to the whole of British India and aimed at control 
■over the production, movement, distribution and the 
price of sugar throughout India, irrespective of the 
source of origin. Though India is the largest single 
producer of sugar in the world, factory sugar formed 
only one-fourth of the total sugar produced in the 
country. The rest of the sugar is in the shape of Gur. The 
normal price ratio between sugar and. Gur was 1: 2. The 
cane-grower, therefore, secured a higher return by selling 
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the. cane to the sugar factory rather than by converting at 
■into gur. When the price of sugar was fixed in 1942, 
the old relationship between the price of sugar and that of 
•Gur was violently disturbed. The Gur prices which were 
left uncontrolled rose in sympathy with the general rise 
in prices, thereby causing a diversion of cane from sugar 
to Gur production. On the other hand, the controlled 
price of sugar was responsible for an increased demand 
■for sugar even from the poorer classes who had been 
formerly accustomed to the consumption of Gur, Thus 
• a sort of double diversion took place : diversion of cane 
from sugar to gur production, and diversion of consumption 
from Gur to sugar. To cope with this difficulty, 
the Central Government passed a Gur Control Order 
with a view to ensuring : — 

(a) an adequate supply of cane to sugar factories ; ( 

(b) maximum production of Gur and Sugar ; 

(c) Equilibrium between Gur and Sugar ; 

(d) an equitable distribution of Gur in producing 
and consuming areas. 

Price-control in respect of sugar thus illustrates the 
truth, of the proposition that, in the case of related 
goods, price control cannot be effective if it is not com- 
prehensive enough to include all the related commodities. 
There is an inter-relationship of prices between sugar, Gur, 
.Sugarcane and other alternative crops. It may be noted in 
this connection that the price of sugarcane was fixed by the 
Governments of U. P. and Bihar, .the two most important 
sugar producing areas in India, even before the war. With 
the general rise in prices of agricultural crops there was 
naturally a temptation on the part, of the cane grower to 
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_ « UOAL : Like the prices of other essential commo- 
dities, coal prices also shot up to meteoric heights 
during the war. Inadequate production, increased demand, 
mal-distribution due to transport difficulty, and profi- 
teering on the part of dealers, — these are the principal 
causes of high coal prices. In order to cope with the 
situation, the Colliery Control Order 1944 was passed. 
Under this Order, a Coal Control Board was created 
representing the Colliery interests, consumers, trade and 
the Government. Clause 4, Section 1, of the Colliery Control 
Order empowers the Central Government to fix the price 
at which coal may be sold by colliery owners. Different 
Prices may be fixed for different grades of coal and coke 
and for .different localities. Thus the method of differential 
price fixing has been adopted. The middle-man's commi- 
ssion has also been fixed in order to make price control 
effective ; the Central Government has assumed complete 
control over the distribution of coal. Special arrangements 
have been made for giving Railway priorities to coal. 

In order to effect some economy in the use of coal, 
in view of the over-all coal shortage, some sort of coal 
rationing has been evolved for fixing up the quota of 
coal for different industries. An informal type of coal 
rationing has also been introduced in many places for 
the ordinary consumers. 

Besides direct methods of price fixation, the 
Government also adopted various indirect measures for 
influencing the pric of coal. In order to stimulate the 
maximum production of coal, the Government removed the 
old restrictions on the employment of women under-ground 
in coal mines and thereby violated . India’s obligations 
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under the Intcr-naciomi conventian in respect of the 
employment of women underground- The colliery industry 
was also given a special inducement in the shape of a grant 
of bonus, free from E. P. T., for the production of coal in 
excess of the target figure fixed for different coal mines. 
The foodgrains ration of the coal mine worker was also 
liberally increased in order to induce a sufficient flow of 
labourers in coal mines. Special welfare arrangements for 
the Coal mine worker were also made with the same 
object in view. One of the principal causes of the 
shortage of colliery labour (which was also largely 
responsible for the reduced out-put of coal mines) was 
the superior attraction of work in military factories as 
well as in agricultural employment. The Government 
was thus forced to take measures for improving the 
amenities of life of coal mine workers. As the enforce- 
ment of these measures involves higher costs of produc- 
tion of coal, the price of coal is necessarily somewhat higher 
than the prewar price. 

Consumer Goods : While specific control orders were 
passed in respect of food, cloth, sugar, coal, paper etc., 
the Government of India also felt the need for passing 
a general control order for regulating the price of a 
very wide variety of ordinary consumer goods. The 
inflationary spiral which developed from tire second half 
of 1942 was responsible for a very steep rise of the price 
of ordinary consumer goods constituting the bare nece- 
ssaries of life. In order to deal with this situation, the 
Hoarding and Profiteering Prevention Ordinance was 
passed in 1943. This Ordinance provides for a general 
control over all articles in respect of w : no specific 
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control orders had been passed. This Ordinance prohibits 

^ ** ~ to possess 
goods Th aI ' mitE I d St0cko£ specified items of consumer 
Steen V hUS hoarding > whjch was a potent cause of the 
to he T . m , pricas of sucil commodities, has been sought 
meted n T / Under tbe tbreat of severe penalties to be 

Ordine T f ° r no f Com P Iiance - r ” regard to prices, the 
n e generally lays down that nothing is to be sold 

P f C ! ? Ce ! ding 20% above tba * a ‘^d cost or the 
of production, as the case may be, of the commodity 

Dra^ ^V ^ t0 Wha£ is aII ™ ed b * n °™al trade 
as m lV' T ° ° UC th& provisions °f Ae Ordinance 

:* 11 as to ensure uniformity of action in all Provinces, 
suitable organisation with a Controller General of 
f^AA . UppIies as - its head has been set up. A number 
visory or Consultative Committees, representing 
consumers’ and traders' interests, has also been set up 
a vise the Controller. A Central Consumers’ 
ouncil has also been Created for advising the Govern- 
ment in matters of special consumer's interest^. 

The Hoarding and Profiteering Prevention Ordinance 
is an omnibus Control Order Which seeks to control 
the price of practically every consumer good from a 
bin to a motor-car. The scope of this Ordinance Can 
we I be gauged from the following extracts of a few of 
the numerous notifications whidh have been issued from 
time, to time. A notification issued on December 4, 1943, 
specified the following artiC’es as coming within the 
purview of the Ordinance in respect of limitation on 
quantities which can be possessed by any one : "Cigarettes ; 
foo stuffs, other than food grains, (including tinned 
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General. It was also laid down that distribution of 
such goods would take pldce through approved dealers 
A consumers Council was also created to advise the 
the Government in all matters of price control relating 

. ^ onsum6r goods. Enquiry posts have also been created 

m the important Consuming centres for receiving com- 
plaints from the public as well as for supplying all sorts 
ot relevant information. 


Under the Hoarding and Profiteering Ordinance it 
was laid down that the maximum retail selling price 
would not exceed the ex-factory price or the landed cost 
by more than 20%. This prbvision regarding selling 
prices of consumer goods came in for very severe criti- 
cisms from the business community.' It was observed 
that uniform percentage of margin might lead to curious 
situations. Different stock-holders Of the same commo- 
dity and in the same market, it was observed, might 
have acquired goods at different prices and in different 
periods. If, therefore, individual sa’e prices were to be 
determined by adding 20% to the actual cost of 
acquisition or production, varying selling prices for the 
same commodity and in the same market might easilv 
result. Critics also observed that a uniform margin of 
20% does not take into consideration various iricidental 
charges or essential elements like publicity expenses 
which are unequally borne by traders in different items 
of consumer goods. More-over, if there was a chain of 
distributors in a particular line, how was the margin to be 
divided ? As a result of these criticisms, the Controller 
General of Civil Supplies gave the assurance that the 
provision regarding price regulations would be adminis- 
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1 one of the reasons for the relatively high level of 
the controlled prices. Besides, it would be futile to 
try to force the prices down too far or too fast until 
the supply position improves and until there is 'a 
corresponding fall in the cost of living all round. 


It is difficult for us to share the optimism of the 
Controller-General of Civil Supplies regarding the success 
of the Hoarding and Profiteering Prevention Ordinance. 
For the ordinary consumer the only effect of the Ordi- 
nance was that he had Co pay black market price if he 
was to secure his supplies of the Consumer goods 
Concerned. Even where distribution was sought to be 
regulated by some sort of permit system, it was -extremely 
difficult to secure a permit except by unfair means, 
unless there was some sort of personal relationship 
between the Permit Officer and the individual concerned. 
Very often these permits could be purchased at some 
mutually agreed price. Thus the only effect of price control 
was to enrich the permit officer at the expense of both the 
consumer and the trader. The only class of consumers 
who apparently derived some benefits from this Ordinance 
was the privileged group of Government Officers who 
were entitled to purchase limited quantities of such goods 
from the Civil Grocery Shops which were specially created 
for this purpose. The ordinary non-official or the ordi- 
nary Government employee got very little benefit. Later 
on, however, with some improvement in the supply 
position, the Government set up a few “fair price" shops in 
metropolitan cities for the specific purpose of distributing 
selected consumer goods among the ordinary public. 
This step, taken in conjunction with a much livelier 



78 


PHI OK Ot.VrHOH A Si) I'.AllOSlSO IS I S’ I>5 A 


activity on the part of the Enforcement Branch arid 
some improvement in the supply position following the 
cessation of the war, has eased the situation to some 
extent, but even now black markets arc prevalent on a 
very wide scale. 

It is difficult to see what can be done for curbing 
such black markets in view of the impossibility, or at 
least the difficulty, of enforcing some sort of rationing 
system in respect of ordinary consumer goods. The 
ancient conspiracy of buyers with sellers is at work 
to defeat the object of the Price controller. The Govern- 
ment is no diubt trying to fight the black market in 
various ways. In the first place, the widest publicity 
is being given with the help of newspapers, radio 
broadcasts etc. to the maximum prices fixed by the 
Government and consumers are requested not to pay 
any higher price. Secondly, heavy and even deterrent 
punishments have often been meted out to many offenders. 
In a single month 217 cases were instituted under the 
Ordinance in the United Provinces alone, while in Bombay 
35 prosecutions were sanctioned during a similar 
period. The offences were over-charging, refusal to sell, 
failure to issue a cash memo, or failure to exhibit price 
lists. Offenders were either heavily fined or sentenced 
to varying terms of imprisonment. A merchant in Feroze- 
pur was sentenced to six months’ rigorous imprisonment 
for selling a piece of leather at double the controlled 
price. A Delhi merchant was fined Rs, 1000/- for quoting 
ah excessive price for a gramophone record, and also for 
refusing to sell it when a cash memo was demanded. 

The Hoarding and Profiteering Prevention Ordinance 
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has had a vital part to play not only in the Government's 
endeavour for stabilising the cost of living Index number 
but also in ensuring the success of price control in respect 
of food grains. As Sir Axizul Huque observed, "If the 
millions of people are to get food grains at a price within 
their available income, the grower must get his Consumer 
goods at a correspondingly cheap price; He cannot be 
expected to sell grain at a cheap rate, while prices of other 
commodities ate abnormally high,” 

So far we have dealt with the Government's pride 
Control measures in respect of cloth, Sugar, coal and 
Consumer goods in general, but that is by no means the full 
story of the manifold experiments in direct price fixing 
which have have been launched by the Government df 
India or some of the Provincial Governments in the 
all-dut Campaign against commodity inflation. The 
Government tried to Control the price of practically 
every Conceivable type of finished goods and essential 
raw materials by exercising the wide power given to it 
Under the Defence of India Rules. Thus Specific price 
control measures were instituted for paper, steel, footware, 
drugs, brass utensils, bleaching powder and chlorine, drugs. 
Starch, jute, wireless sets, machine tcfols, timber, Varfaspati 
ghee, salt, newspaper,- news print and even second- 
hand motor Vehicles. The above list is illustrative 

rather than exhaustive. The general pattern of Contra* 
lling methods employed was the institution of a strict 
licensing system, the setting Up of maximum prices (with 
margins indicated for manufacturers or importers, 
whole-salers, exporters and retailers}, coupled with control 
over consumption and production. Direct and indirect 
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methods of price fixation have been employ 
tancously, wherever possible. _ . %v j)jch 


Price control in respect of paper, for insran 


type 5 


took the shape of direct price fixing for * cf ^ cCi jve 
and 5 lees of paper was sought to be ma »■ . n 

through a redaction in civilian paper consumP 
as much as 70'/ a of the pre* w ar normal^ ConS Lt oW to 
standird This was no doubt a very serious ^ wcr . 
publishers, authors and students but apparently t l ® r nKO i 
no other means open to the Government if P nOJ cr 

was to be made effective in a period of acute ^ 

shortage. Price control in respect of steel was stm ^ 
enforced by means of a complete State regimentation o 
Iron and Steel industry, including scrap metal. Thccn^ 
out-put of the industry was practically requisitioned J ^ 
State and no private citizen was allowed to purchase tnc 
smallest quantity' of steel product unless he could secure 
a purchase permit from the Steel Controller oV 
India. The prices of different qualities and sizes o 
footware were sought to be controlled under the Footwarc 
Control Order 1944. Since it was impracticable to 
exercise that amount of control over the distribution 
of footware which was possible in the case of paper and 
steel, evasion was sought to be prevented by requiring 
that all footware shall have clearly impressed on the 

sole thereof : — 

‘ (a) the name of the brand, 

(b) The size, and 

(c) The maximum retail selling price 

The provisions of this order, however, did not 
apply to- 
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(a) Footware imported from outside India, and 

(b) Footware made to specifications. 

brder ^ Control Order was passed in 1943 in 

tt.to bring down the prices of essential common 
Q^j ,Cines * particularly imported medicines. Under this 
• et ’ m aximum prices of all essential drugs were 
a aicl _ ^°wn and dispensing shops were asked to exhibit 
hst of such scheduled prices in a prominent place 
^hin the shop f the guidance of the consumers. 

fortunately, however, order practically remained 

a dead letter. A familiar way in which control regulations 
Were evaded was the pretence made by the dispensing 
s bops of non-possession or non-availability of the required 
Medicine. Besides, it was impossible to enforce price 
Control in the cas f prescriptions which suddenly 
Came into vogue at the expense of patent medicines. 

Another highly important subject matter of price 
Control was house-rent in congested urban areas. In 


most of the cities and big towns of India a serious 
house famine of varying degrees of intensity has developed 
during the last few years on account of the virtual 


cessation of private house — building activity and the 
growing stream of urban population, both military and 
civilian. T e task of controlling house-rents was, how- 
ever, undertaken by different Provincial Governments 
as well as by the Central j Government within thejr 
respective jurisdictions. Undfcr the Bengal Rent Control 
Act 1943, the maximum amount of increase in rent allowed 
was 10% of the rent prevailing in 1941. Thus, in regard 
to house-rent control, the} “historical commodity price 
freeze method” was adopted, though with some modifi- 
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end on. The Rent Control Act * b -helpin' 

harassed tenants in big cities lihe * . j nullified 

of this Act. however, was often Salami 

through the practice of “ Q \ thc house-owner 

for all new tenants, by *| £ g? 1 of ! ccic cs. 
to undertake essential repairs and byotnev $ of 

So far we have dwelt upon the d rcct mat 

price fixing adopted by Ac ^ Gov.rn- 

price fixing bas not beta found to be pos :s> ‘ 

moot tried to influence prices by vanous ind, rcct 

?he Gavcnrmtnt of, Bengxl declared two roe ties. ^ 

in Ac week under the Meat Control Order 

to conserving supplies o res 1 me - caterers 

of Bombay v**^*^* Sba“ V^tder. ro 
o-d restaurants in tile city o ‘priority 

nmtte fresh milk available for ma dc 
consumers. The GoveWnen m jjj. f rom abroad 

special efforts for fx frcsh m ilk t o caterers, 

in order to offer a J? Government of Bengal 

Th e Fishery of fish by supply^ 

has trie netv t0 fishermen, by starting fis 

yarn (for weaving nzt \ Qunt in ncg i ec ted ponds and 
culture on its . own a ^ Jcc avai i a ble to persons 

tanks as well as 5 ' tra( j c . The Government of 

interested in the 1 fj t ^ e “Grow more Vegetable 
Bengal have also encourag* ^ thc production of fresh 
campaign in order to "K an( j Tennis grounds in the 
vegetables. Flower eard ®[ A Government officers have 
compounds of high ra (Able gardens with a view to 
been converted into ve e 1 citizens . 
setring an example to the ordiF 
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Since one of the most potent causes of the fantastic 
rise in the prices of perishable foods was the uncontro- 
lled purchase of such articles by Military Contractors, 
the Government of India requested all Provincial Govern- 
ment on February 5, 1944, to set up Purchase Co-ordination 
Committees for each Army Command for the purchase 
of perishable foods in a regulated manner. 

The Army also began to grow vegetables and start 
poultry farms on its own account with a view to 
reducing its demand on the market to the greatest possible 
extent. 

The Government of India in its Food Department has 
also tried to give as much fillip as possible to the 
development of a food processing industry in the country 
with the immediate object of meeting the Army's food 
requirements to the maximum extent possible with the 
help of processed food stuffs which would necessarily 
have an indirect beneficial effect on the civilian supplies 
of fresh foods, j chief Technical Adviser wa appointed 
for the special purpose of investigating modern methods 
of food technology. A technical Panel was also created 
for rendering technical advice on the highest level available 
to the nascent food processing industries in the country. 
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ecjual to l/5th of the Tax ( subsequently raised to 13.1/3% 
of the total Excess profits ) and increased import duties. 
In order to lessen the tim -interval between the actual, 
accrual of the income and the payment of the tax. an 
Ordinance was passed in May 1943 introducing a System 
of summary assessment of E. P. T. which provided for 
the advance collection of revenue. As a result of these 
measures, about 93.1/3rd % of total business income came 
to be immobilised : E. P. T. took away 66.2/3 %, in- 
come Tax and Super-tax between them absorbed another 
13.1/3 %, while another 13.1/3% was taken away through 
the compulsory deposit scheme, leaving only 6.2/3% for 
purposes of private use. The Government also restricted 
the amount of bonuses and commission which would be 
admissible for Income Tax purposes and the amount of 
stock, which would be considered reasonable for purpose 
of assessment of tax liability. Hitherto, the distribution 
of bonuses often took place at the expense of the - 
Exchequer. This possible big loophole in taxation was 
now covered. Again, manufacturers often held unduly 
large stocks of raw materials which gave them some 
advantage for purposes of computation of tax liability 
by increasing the amount of capital so i vested. This 
hoarding of stocks often caused s ortage and forced up 
the prices of these raw materials and stores. Under 
the new arrangement the encouragement given under 
the old tax system to the process of unnecessary accu- 
mulation of stocks was withdrawn. The Government of 
India also prohibited, under the Defence of India rules, 
the issue of new capital except with the prior consent, 
which was to be given only for essential purposes, of 
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the Central Government, This measure was necessary 
in order to prevent the general scramble for the very 
limited supplies of essential goods and services, including 
not only iron and steel and machines and mill stores 
but also skilled labour, which would inevitably result 
in a general raising of their prices. Other anti-infla- 
tionary measures of the Central Government include the 
imposition of a ban on forward contracts in cotton 
C which was later on partially removed under certain 
conditions ), on futures trading in oil-seeds, and option 
dealings in bullion. Speculation in foodgrains was also 
sought to be controlled through the regulation of Bank 
Advances against specified foodgrains. An all-out borrow- 
ing programme was also launched throughout the length 
and breadth of the country. Different types of bonds 
calculated to attract both big and small investors were 
issued and Government officers were directed to exercise 
all their influence for making a success of the Govern- 
ment's loan programme. Appeals were made to the sense 
of loyalty as well as to the self-interest motive of differ- 
ent classes of investors, while some amount of compulsion 
was exercised by local officers for ensuring a success of the 
Government's various loan programmes. Appeal was even 
made to the investors' gambling instinct through the issue 
of tax-free prize bonds. 

Although the Government tried to combat inflation 
onfall fronts, the degree of success actually achieved 
his not been'Yery encouraging. For a painfully long time, 
,the only visibik effect of price control measures was to 
make the controlled commodity suddenly invisible and 
to create nation-wide black markets. Thus in the first 
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round of the contest, the Price Controller was hand- 
somely defeated by his opponent, the tradcr-profitee'r. 
Indeed, the defeat in some cases was so outright and 
complete that even Government Agents were forced to 
pay black market prices for making urgent military 
purchases. It was not till direct measures of price 
control were supplemented by indirect measures of 
control over supply and demand that some tangible 
results were obtained. But, even then, the results achieved 
were negative rather than positive. The Government 
succeeded not so much in bringing down prices to 
levels which could be described as being in parity with 
the general level of wages and incomes, but only in 
checking the steep inflationary spiral which was almost 
threatening to overwhelm the entire socio-economic struc- 
ture of the country. Thus, while Germany, U. K„ Australia 
and the U. S. A. more or less succeeded in stabilising 
their respective cost of living index numbers throughout 
the duration, -in India even the so-called controlled price 
remained nearly 250 to 300% higher than the pre- 
.war levels. If it is further remembered that price 
ceilings were imposed not before the lapse of painfully 
long periods during which there was no price control 
at all and the profiteer was allowed to mulct the 
consumer to his heart's content, and that, for a long 
period even after their imposition, 'controlled prices' meant 
for the ordinary consumer little more than mere paper 
regulations, the seriousness and the gravity of the 
situation can be more easily imagined than described. 
A new poor class comprising the members of the 
erstwhile middle-classes was created almost overnight, 
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indirect pressure. Thus the uniformity of action which 
was a vita! pre-requisite for the successful operation of 
price control measures, was rendered extremely difficult 
by the existence of a bewildering multiplicity of more 
or less semi-independent administrative units. Experience 
has proved that price-control measures can be more 
effectively enforced only in a highly integrated and a 
more or less unitary administrative structure. In India, 
quite a long time was allowed to elapse before the Central 
Government learnt to asserc its over-riding authority' 
for compelling the different Provincial Governments to 
fall in line with its price control programmes. Prior 
to such assertions of supreme authority by the Govern- 
ment of India (which apparently required the stimulus 
of the great tragedy of the Bengal famine), it was no 
unusual spectacle to see different Provincial Governments 
trying to make profits out of the sale of foodgrains to their 
less fortunate sister Provinces. Thus narrow Provin- 
cialism for a long time remained a great obstacle to the 
evolution of an all-India policy of price control, parti- 
cularly in respect of foodgrains. 

The multiplicity of Departments, involved in the 
enforcement of price control measures, amongst which 
there was no provision for close liaison work, was 
also responsible for undue delay in the discharge of the 
vital task of distribution of foodgrains throughout India. 
For example, the Department of Civil Supplies in 
Bengal had to deal with the Food Deparment, the 
Department of Civil Supplies and Industries, as well as the 
War Transport Department of the Government of India 
for fulfilling its general function of procurement and 
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distribution. It often happened that the whole programme 
of the Provincial Civil Supplies department was 
completely upset by the the lack of co-ordination 
between the three Central Departments referred to 
above which were jointly responsible for enabling the 
Provincial Government to secure its essential requirements. 
Again, the vital interests of the consumers were oiten 
sacrificed through endless wrangling and mutual bargaining 
between different Provincial Governments. For instance, 
the Government of Bengal has had to depend upon 
the Governtftent of the United Provinces for the 
supply of mustard oil in Bengal. In the interests of 
oil mills in Bengal, the Bengal Government was naturally 
interested in securing as much mustard seeds as possible 
from the U. P. The Government of the U. P. was interested, 
for the same reason, in supplying as much mustard oil 
and as little mustard seed as possible to the Govern- 
ment of Bengal. The only outcome of this rdther 
unseemly quarrel between different sister Provinces was 
that the poor consumer in Bengal had to do with-oul 
mustard oil for quite a long time. Price control, it should 
be remembered, depends upon adequacy of supply which 
was necessarily hampered by such bargaining tactics 
employed by different Provincial Governments, Again 
it often happened that the same commodity was placed 
under the control of more than one Department of the 
sime Government resulting in inefficient Control. This 
is amply illustrated in the ease of Sugar and Gur in 
Bengal. The Department of Civil Supplies in Bengal 
was responsible for the importation and distribution 
sugar from outside Bengal upto the limits of the sugar 
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quota fixed by the all-India Sugar Controller. But sugar 
that was produced in Bengal was under the Department 
of Commerce and Industry. The task of price control 
in respect of sugar was necessarily rendered very difficult 
by the absence of proper co-ordination between the two 
Departments of the same Government cserCismg a 
divided swdy over the same commodity'. 

Lack of adequate administrative personnel was ano- 
ther factor responsible for the failure of price control 
measures. The permanent administrative staff, both of 
the Central and the Provincial Governments, was barely 
-adequate for the pursuit of a laissez-faire economic 
policy. When, therefore, under the sheer pressure of 
events, this laissez-faire policy had to be abandoned in 
favour of an active policy of State intervention (a trans- 
formation which was by no means readily or smoothly 
achieved in view of the early hesitant attitude displayed 
by the alternations of the policy of control, de-control 
and re-imposition of control in respect of foodgrain 
prices, ) the utter inadequacy of the administrative staff 
became all too manifest. The Government was- 

thus forced to employ, an army of temporary employees 
(with qualifications not always up to. the mark), possess- 
ing very little sense of stake in their services and 
very little sense of public responsibility and of official 
dignity. It is. no wonder that corruption and bribery, 
for which there were almost unlimited loopholes in the 
new era of economic controls, became rampant among 
the ranks of these new temporary employees, though un- 
fortunately there is t also evidence to prove that corruption 
was by no means their sole, monopoly. The few, convic- 
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tions of some of the most responsible members of the 
regular administrative staff, which are to be found on 
record, suffice to prove that even Caeser’s wife was not 
above suspicion and that the much-advertised ethical code 
of some of the members of even the convenanted services 

in India was not altogether impervious to the allurements 
of the new regime. 

The lack of full popular support for the administration 
and the lack of spirit of co-operation between the Govern- 
ment and the business community were further compli- 
cating factors in the Indian situation. Experience of 
price control in other countries has proved the vital part 
the general public can play in ensuring the success of 
control measures. In India, lack of political support 
for an administration, mainly alien in character, though 
not always so in complexion, made the Price Controller’s 
task almost a hopeless one. An atmosphere of widespread 
suspicion of all Governmental acts, even if conceived with 
the best of motives, has prevailed, more or less, throughout 
the control regime. An attempt has no doubt been made 
to associate non-officials with the administration of various 
controls, but the right type of non-officials possessing 
a general hold on thp public was seldom available for 
joining the various Advisory Councils or Committees. 

In the administration of controls, the Government of 
India followed the policy of the British Government of 
utilising existing channels of trade as far as possible. 
But the results achieved in the two countries have been 

widely different. In the U. K, collaboration between the 
the Government and the business community existed even 

before the war. The British Government, therefore, could 

count upon the good-will of the business community even 
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Price Controller's job is rendered comparatively easy 
if he has to deal only with a small number of traders and 
manufacturers. In Great Britain, the success of price 
control measures was due in no small measure- to the 
small and compact size of the country and also to the fact 
that the great bulk of foodstuffs consisted of imports 
oyer which effective control Could be exercised at port 
centres. In India, none of these conditions has been 
present. Even where control could be enforced ' at the 
producer’s end (as in the case of sugar and textiles) it 
was 1 extremely difficult to maintain it at the scattered 
and far-flung distributors’ end. Nor has it been possible 
for the Government to exercise an effective control over 
the entire supply and entire demand of commodities 
like foodgrains in a vast country like India. Govern- 
■ mental control over the Supplies of and the demand for 
foodgrains, for instance, has been confined only to a small 
fringe of the market, while wide areas have been left 
practically untouched by any effective measures of control. 

Last but not the least, the Price Controller's job , 
was sought to be nullified by the Government’s own 
Finance Department which was recklessly creating notes 
against virtually frozen sterling assets in the U. K. The 
Indo-British financial settlement, while it distributed the 
financial Burden of the Far Eastern War - more or less 
on a fifty — fifty basis between the British Government and 
the Government of India, was so conceived as to throw 
the real cost of the war almost entirely on Indian shoulders. 
No attempt was ever made to slow down the torrential 
flow of new currency notes which was primarily 1 respon- 
sible for the dangerous inflationary spiral in India. Thus 
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it was a sort of Penelope's web which the Price Controller 
went on weaving and the Finance Department went on 
unweaving, almost simultaneously, and without break and 
without rest. Ths picture of a -cat running after its own 
tail, that would perhaps be an apt description of the tragic 
drama of the comic endeavour at Governmental price-fixing 
in India, 

Nevertheless, if we arc to raw a balanced over-all pic- 
ture, it should not be denied that the Government achieved 
some qualified measure of success in its endeavour which 
was concerned, for obvious reasons, with providing 
palliatives rather than a curative or preventive solution 
(the latter could be achieved only by a reversal of the Indo- 
British financial settlement which had the effect of, 
if indeed it was not primarily designed for, transferring the 
inflationary burden from the British to the Indian 
people).' At least, India ultimately fared somewhat 

better than China, the Middle East and some of the 
occupied regions in South-East Europe. In 1943 the 
•entire Indian economy was moving perilously towards 
the precipice. By adopting vigorous anti-inflationary 
measures, the Government of India at least succeeded in 
staving off a total disaster. The cost of living index 
number was more or less stabilised, though at something 
like 250 to 300% higher than the pre-war level. Since a 
general subsidy on British lines was never seriously 
thought of in India, nothing much better perhaps could be 
achieved in the existing circumstances. It is a pity, how- 
ever, that even this modest degree of success was achieved 
only after, and not before, the unparalled disaster of the 
man-made famine of 1943. 



CHAPTER V. 


EVOLUTION OF FOOD RATIONING IN INDIA. 

Chronologically viewed, the development of food ration- 
ing in India was preceded by the institution of rationing 
m respect of petrol and kerosene. The rationing of food- 
grains was thought of only when sig-nB of food shortage were 
already looking darkly in the horizon and the prices of the 
major food-grains began to touch new, unprecedented heights. 
The first tentative suggestion for the introduction of food 
rationing in the principal urban areas of India was made by 
the Government of India to the different Provincial Govern- 
ments towards the closing months of 1942. The only Provin- 
cial Government, however, which took prompt measures for 
implementing this suggestion, was the Government of 
Bombay which had the unique credit of introducing formal 
rationing in the city of Bombay in January, 1943. The suc- 
cess of the Bombay experiment dispelled widespread mis- 
givings about the feasibility of rationing in India and the 
fine example set by the Government of Bombay was rapidly 
followed by the Native States of Cochin and Travancore and 
several other Provinces and States. By July 1943, rationing 
in foodgrains was in force in Bombay city and suburbs, 
Cochin and Travancore (where rationing extended even to 
rural areas), Bangalore, Indore, Bhopal and Quetta, while 
plans for the introduction of rationing were nearing comple- 
tion in Madras, Karachi. Nagpur, and several towns in the 
U. P. 

The foundation for an all-India policy of food rationing 
was laid down in the Resolution of the Third all-India Food 
Conference and the Report of the Food-grains Policy Com- 
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uncertainty of supply is additional reason for 
immediate rationing-. The basic ration can, be 
increased as supply -frill improve. 

(3) Provinces and States should keep to a uniform 
model scheme and alter details to suit local con- 
ditions. The aim should be an equitable distribu- 
tion of all essential food supplies and not only of 
commodities in short supply. 

^4) It is desirable to establish Food Advisory or Food 
Control Committees throughout the country. The 
co-operation of experienced wholesale grain mer- 
chants should also he enlisted. 

{5) Food rationing should be comprehensive. It is 
necessary to hear in mind probable expansion. 
Food rationing should be kept distinct from 
other commodity rationing. 

(G) All food control must have legal sanction, and for 
rationing, the authorities require powers for 

enumeration, registration and distribution. These 
powers must be rigorously enforced. 

(7) Rationing requires price-control. The price of the 
rationed commodity must be low enough for lower 
income brackets. 

(8) A very high standard of integrity, skill and 

energy in the stall: is necessary. In matters 

affecting the people’s food the tempo of adminis- 
tration must be quick, imagination alert,, and 
directions and control thorough. 

(9) Moderate ‘buffer’ stocks must he maintained and 
‘turned’ over to avert deterioration. 

(10) Help and goodwill of the Press is to be secured, 

The Government of India in a circular letter addressed 
to the different Provincial - Governments recommending the 


introduction of food rationing in the major urban areas, 
strewed the above 10-point rationing programme. 

With the formal acceptance by the Central Government 
of a policy ox instituting food rationing in the major urban 
areas, a new impetus was •riven to tbe rationing programme 
of different administrative units m India. Formal ration- 
ing was established in the city ol Madras towards tbe middle 
of 1943. Calcutta was put on rationing on 31st January, 
1914. By Febx nary. 1945 food rationing, in some form or 
other, was in force ixi old towns and municipal areas re- 
presenting a population of nearly 50 millions. At the 
present moment the total rationed population in India, is 
approximately 53 millions distributed over 55G towns as well 
as rnral areas liable to scarcity conditions. Of the total 
number of rationed towns 90 have a population of one lakh 
and above with Calcutta at the top. Bombay heads the list 
of provinces in respect oi number of towns rationed (155), 
then comes Madras (94) and then the IT. P. (42). The Pro- 
vince with the largest population under rationing is Madras 
(10,300,000), followed by Bombay (7.500,000), while the total 
for Travnncore is 0,300,000.° So far as Bengal is concerned, 
over-all food rationing prevails at the present moment only 
in greater Calcutta and the suburban areas, Dacca, Narayau- 
gunj, Cojnilla, Chittagong, Darjeeling. Kalimpong and 
Kurseong, comprising a total population of 51 millions. 
Plans are also being made for extending rationing to seven 
"other towns as well, c.g.. Midnaporo, Bankura, Asansol, 
Burnpur. Kulti, Hirapur and Kharagpur. Besides a modi- 
fied form of rural rationing is in force throughout the Pro- 
vince unden which Government stocks of rice are available 
to 'A' class families (namely, families which are poor and 

•Information collected from a despatch of the Statesman's 
Special Representative in New Delhi published in the Statesman 
on February 17, 1946. 
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pay no union rate or municipal tax). Tliis sclieme lias been 
recently extended so as to include in special cases ‘B’ class 
families (i.c., families which pay a union rate or municipal 
tax of up to Re. 1/4/- per annum and have no stocks of rice). 
Tliis rural rationing system is on the basis of family ration 
cards. 

The tempo of rationing administration has recently 
received a fresh impetus on account of the present acute over- 
all food shortage in India, estimated at seven million tons, 
brought about by a large-scale failure of harvests in S. India. 
It has been felt that if this over-all shortage is to 
he evenly distributed among different sections of the Indian 
population, it is necessary to extend the rationing system as 
much and as rapidly as it may he administratively feasible. 
In the surplus areas rationing is necessary in order to ensure 
a minimum supply of vital food-grains to the stricken popu- 
lation. The crux of the problem to-day is the problem of 
supplies. If all the marketable surplus could be procured 
by the Government, it might, taken in conjunction with the 
reduced ration scale which has been announced and enforced 
for some time past, go a long way towards overcoming the 
effects of the acute shortage in food-grains which is causing 
so much anxiety at the present moment. Unfortunately, noi- 
mucli progress seems to have been achieved towards the 
establishment of a system of monopoly procurement of all 
marketable surpluses throughout India. Barring Bombay, 
Madras and the Native States of Travancore, Cochin and 
Mysore, uowhere else in India has any sincere effort been so 
far made for implementing the recommendations of the 
Gregory Committee and the Famine Inquiry Commission 
regarding the establishment of an ideal procurement system. 
The procurement system at present prevalent in the two 
'surplus’ Provinces of the U. P. and the Punjab, for instance, 
leaves much to he desired. The machinery of procurement 
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of even ;t deficit Province like Bengal U so very defective 
that last year out of it total estimated marketable surplus 
of nearly 4 ,*>00,000 tons not more titan 750,00b could lw 
secured by the Government. The Permanent Settlement is 
no doubt, ns the Famine Commission has pointed out. a 
great handicap since, in tin* absence of up-to-date land 
records, it is veiy difiieult to make a correct assessment of the 
producer's surplus of some 8.500 villages in Bengal. But we 
cannot help feeling that, given a proper sense of urgency, 
the task of collection of the necessary data should not have 
been thought to be beyond the capacity or resources of a 
Province which had to pay mi dearly for its lack of prepared- 
ness only three years ago. 

The results of the above short-comings are to-day writ 
large over the face of Bengal. The price of rice has shot up 
much beyond the controlled maximum price almost every- 
where outside the few rationed areas in Bengal, causing much 
hardships to the poor and the middle elass population. The 
Government is apparently helpless to do anything either by 
way of supplying rationed rice to the stricken population cr 
for combating the menace of black markets. The stock of 
food-grains under the actual control of the Government, 
estimated at some 525,500 tons, is barely adequate for ful- 
filling the Government’s existing rationing obligations for 
22-25 weeks. So it is extremely unlikely that the Govern- 
ment will be able to feed the numerous deficit pockets which 
have cropped up almost everywhere in the Province, unless 
the Government's stock position is materially improved for 
wlicli there is very little chance on account of over-all all- 
India and global shortage in food-grains. If we remember 
that the total number of rationed population in Bengal is at 
present not more than 54 millions (of which Calcutta alone 
accounts for more than 4 millions), we can easily realise the 
serious predicament in which the rest of Bengal’s G5 million 
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population (of which only 20 millions are adequate producers, 
another 20 millions are inadequate producers -while the re- 
maining 25 millions do not produce any food crops at all) 
finds itself to-day. 

If the Bengal situation is causing anxiety, the situation 
in South India is most alarming. An over-all deficit esti- 
mated at 3 million tons by Lord Wavell and at 7 million tons 
by Sir Akbar Hydari cannot be easily over-come. Two 
courses were left open to the Government. One was to main- 
tain the, existing ration scale and hope to receive imports 
for, maintaining the ration throughout the year. The other 
alternative was to reduce the basic cereal ration from 1 lb. 
per day to 12 ounces with 4 ounces more for the heavy 

manual worker. In this way, the deficit could be spread 

throughout the year and over the whole country. The 
Viceroy, while accepting the second alternative, also strongly 
advocated : 

(a) the widest possible extension of rationing; 

( b ) the procurement of all surplus grains all over 

India; and 

(o) the proper distribution of this surplus to areas in 
need. 

He appealed to the landlord and the cultivator to produce 
as much food as possible, not only food-grains but also vege- 
tables, potatoes, sweet potatoes and the like. He also 
appealed to the well-to-do classes to make a real sacrifice, to 
cut. out all extravagant entertaining and to limit their con- 
sumption of bread, flour, cake, biscuit or rice to the absolute 
minimum. The cereal ration, it was pointed out, is all that 
a man in the scarcity areas or the poor man in towns has 
to eat, while the rich have many alternatives or additions in 
the shape of meat, fish, vegetables, fruits and so on. 

. Following the Viceroy’s lead, the ration scale has been 
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red lift'd all over the country to a uniform level of 12 ounces 
per adult per day with a supplementary allowance of 
•1 ounces for the heavy manual worker. Other eeonemy 
measures enforc'd or contemplated include: 

(3) en I oi cement of a proper austerity standard of con- 
sumption in restaurants anil dubs, 

(2) reduction in the Army ration scale which is to he 
brought to a level of parity with the civilian 
ration for heavy manual workers; and 
ft}) the setting up of a fashion among the well-to-do 
clas’es to dispense with cereal consumption ns 
much as possible. 

While the economy measures referred to above can give 
some amount of breathing space to the harassed Administra- 
tion, no lasting solution seems to be possible unless adequate 
imports arc available. The allocation of surplus food-grains 
among different ‘deficit” countries is at present made by the 
United Nations’ combined Food Board at "Washington. The 
Government of India’s case was at first represented before 
this Board l>y the Agent-General of the Government of India 
in the U. R. A., but no concrete results were achieved. The 
problem of feeding hungry Europe and the hungry peoples 
of Japan and the Far East apparently carried much greater 
weight with the Washington Board than the problem of 
feeding India. The next step taken by the Government of 
India was to send a Food Delegation with Sir Raiuaswami 
Wudaliar as Chairman to Washington for a more forceful 
representation of India’s case, but only very meagre results 
were achieved. The next most important development took 
place when 3Ir. Hoover paid a hurried visit to India on 
behalf of the U. S. A. Government to take a first-hand view 
of the actual situation in India. This visit of Mr. Hoover 
has considerably helped to make the facts of the Indian 
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situation better known to the world outside and the prospects 
of receiving imports have definitely brightened up. More- 
over, Java has also offered to give some rice to India in 
•exchange for cloth. The Government of India is also trying 
to bring some rice from Burma and Siam. India also ex- 
pects to get some wheat from Australia in the near future. 

The fate of hood rationing in India to-day is bound up 
with both internal and world factors. There is a global 
shortage of food-grains on account of the large-scale devasta- 
tion brought about by the war both in Europe and the Ear 
East. Mr. Hoover has calculated that at least eleven million 
tons of food-grains are immediately necessary for feeding 
150,000,000 starving population in Europe and Asia to-day 
and that too on the grim and dangerous basis of 1,500 calories 
per day as compared with the present ration scale of 3,200 
•calories for Americans, 2,800 calories for Britons and a 
minimum average subsistence level of 2,200 calories. Mr. 
Hoover is also of the opinion that this entire quantity can 
come from the U. S. A. (44 per cent.), Canada (20 per cent.), 
U. II. (10 per cent.), Australia (10 per cent.). Argentine 
(G per cent.), and Soviet "Russia (12 per cent.). While Mr. 
Hoover's calculation has been obviously based on his estimate 
of surplus at present existing in the countries mentioned 
above, it may be noted, the supposed surpluses can emerge 
only if internal economy measures are adopted in those 
■countries and if a proper procurement machinery is adopted 
in those places. It is giatifying to note that both Britain 
and the TJ. S. A. have already taken some measures for reduc- 
ing their wheat consumption in order to make their contri- 
bution to the solution of the world food problem, though 
Britain has not yet taken any final decision on the question 
of introducing bread rationing. 

It is thus clear that the future of food rationing in India 
is becoming increasingly bound up with world developments 
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fats, sugar, jam, eggs, milk and several kinds of tinned 
foods were the principal commodities included in the British 
system. In India, nutritive and protective foods were left 
practically both uncontrolled and un-rationed with the in- 
evitable consequence that their prices soared, to levels wliick 
put them much beyond the reach of the poor and middle class 
consumers. 

Secondly, the Indian rationing system resembles the 
British in that under both systems the method of equal per- 
capita rationing, as distinguished from the Continental 
system of highly differentiated rationing, has been adopted 
(though, of late, some modification lias been made in the 
Indian system by granting some extra allowance for heavy 
manual workers along Continental lines). But there was 
a good deal of flexibility in the British system which has 
been practically absent in the Indian system. The British 
system provided, for instance for all sorts of supplementary 
schemes for meeting the special nutritional requirements of 
particular groups of consumers. For example, there is a 
system of communal feeding through industrial Canteens, 
school Canteens and British restaurants for the public, in 
which industrial workers, school children and the general 
public can take every day one highly nutritous meal offered 
at a very subsidised rate outside the dry ration. In India 
the idea of starting industrial Canteens for the supply of 
cooked foods to industrial workers has been put forward from 
time to time by the Government of India, but only a few 
industrial centres, such as the Tata’s, can so far boast of 
possessing such Canteens for the labourer. School feeding 
schemes are practically unknown in India except in some 
missionary or philanthropic. Institutions. For the use of 
general public, restaurants and eating houses are, of course, 
there and they (i.e., these restaurants) also get their supplies 
of rationed foods from the Government, but (lie meal charges 
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nif nh'ohilfly piuhihitm* jur (he man of lmrablc means. 
Avails, in Britain. special nrrangements were marie for catcr- 
11 Or u< Oil' ‘-peeial needs of the vulnerable sections of the 
hourly Mich as invalids, children and mothers. Special ration 
(’.mis More j-Miod to Mich 'priority* primps of consumers for 
the dLinbufion of vital protective foods like milk, CggS> 
fruit juices, cheese etc. which were often reserved exclu- 
sively for their benefit. 1 In India, practically nothing has 
heen done to safeguard the future health of the nation, and 
children and mothers belonging to the ‘lower’ and ‘middle 
income brackets have heen kept exposed to the full brunt 
of war-time Mrimties and inflation and practically denied 
•all health-giving foods which wore monopolised by the Army 
and the fortunate rich minority.'*'* 

The results of the above glaring discrepancies between 
(he Indian and the British systems of war-time food ration- 
ing are writ large over the fares of the two countries. Under 
the British system of food administration, the nutritional 
standard of the British diet 1ms been appreciably improved 
-and the average standard of health of tho British people has 
leached a now optimum level which was never attained before 
the War. This conclusion is borne out both by tho Report 
of the League of Nations on War-time Rood Consumption 
and Rationing as well as by the following quotation from an 
English Weekly : — 

*Vide l'ood Rationing and Supply 1913/44, League of 
Nations, 1944. 

"The only notable exception has been provided by 
Bombay (City) which has not only prohibited the use of fresh 
milk by catering establishments but has established a Milk 
Rationing scheme under which children and mothers can get 
half pound of milk per day at a highly subsidised rate on the 
production of special Milk Cards (the losses due to subsidy are 
borne by the Government of Bombay and the Bombay Corpo- 
ration on a fifty-fifty basis). 
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“Before tlie war, we talked about prosperity in 
abundant life. Tliere was more unemployment 
than prosperity for the masses throughout the- 
world and blunder was piled on blunder, How 
that we are planning for scarcity and reducing 
con&umption ot non-essentials, the people as a 
whole are better fed. There is less poverty and 
nobody goes short.” (Liverpool Echo). 

What a glaring contrast presents itself, if we just 
revert our glance from the British to the Indian system. 
Apart from the disastrous failure of the food administration 
in India ending in the Bengal famine with its heavy toll of 
35 lakhs of innocent human lives (according to the official 
estimate of the Famine Inquiry Commission) and its devast- 
ating effect on the health and morals of millions who suffered 
but survived from the great ordeal, the general standard of 
health throughout India (which was for below the optimum 
even in normal years owing to chronic poverty of the masses, 
a general lack of knowledge of a well-balanced dietary, un- 
hygienic social surroundings, the ravages of tropical diseases 
etc.) has received a shattering blow during the last seven 
years on account of the very high prices of protective foods 
and a marked deterioration in qualitv of ordinary foods. 
The task of rehabilitating the devastated health of the rising 
generation in India is a task of the first magnitude which 
must be given priority over all other schemes of post-war 
reconstruction which may be taken in hand in the near future. 

Ho appraisal of a rationing system is possible 
without a reference to the scale, quality and price- 
of the rationed commodity. As regards ration scale, the 
policy of the Government of India, as we have already seen, 
was to maintain a uniform scale throughout India. The 
original aim of the Government was to supply 1 lb. of food- 
grains per adult per day, and half the amount per child. A 
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Tim #>f ]>engal, while announcing >l !f * r 11 ® 1 

to fall in Jim* with tin- above order* of tin* Central ,<n 
ornmcnt, howovri, offered some indirect nlief by adop'mp 
a now deiintfinn u! a 'i in'iil’ fm rationing purport** n _ n ^ n 
liy making some alteration* in tin- scale of the children s 
intion;*. For example, whereas formerly a child was define ^ 
to be a person aged from t) to 12 year*, ft child is now ib'hftf' 
a-, a jiitmiii aged fn>m 0 to 8 years only. Secondly, under . 
old system children below *J years were entitled to h:«U unit 
ration only. Tins system bus been abolished »nd all children 
Imve been {riven 1 unit ration. 

The number of rationed goods also varies from pin 1 ’ 0 to 
place and from time to time. For example, mustard oil ha* 
been placed on rationing in Calcutta comparatively recently. 
Again, pulses are rationed only in Chittagong and in Assam- 
Salt is included in the ( uleutta rationing scheme, hut it has 
been left out in seven al rationed areas. The inadequacy of 
tlie ration scale from the nutritional point of viovr 
will he amply borne out, if we just remember that the 
daily scale of issue to Indian troops engaged in the mar 
was 24 ounces of cereals (rice or wheat), 2} oz.’s of sugar 
and 4J oz.’s of pulses. 0 The inadcquciiey of the sugar ration 
has been particularly felt in middle class families where 
customary hospitality requires that tea should be served out 
to all guests. So allowance seems to have been made for 
such demands of social obligations. In mofussil towns where 
systematic rationing does not prevail, sugar scarcity some- 
times takes an acute form. The position is much worse in 
the rural areas whore people have to depend on tho mercy of 
the local Food Committees for securing, their none too 
generous quota of .sugar. The only redeeming feature .in 
the country-side is that gur, when locally produced^ is 

Spyde B. R. Sen’s statement in -Council of Siate~debates 

dated November, 20. 1944. 
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generally available but it is no effective substitute lor sugar 
f ° r Purposes of tea consumption. 

The rigidity of tbe rationing system was also felt in 
furious ways. For instance, in many Hindu families and 
Hindu religious institutions offerings of cooked foods known 
Bliogs” are generally made to tbe deities as a matter of 


M rruogs - are generally made to the deities as a — 

religious custom. When tbe rationing system was first intro- 
duced at Calcutta, no allowance was made for such purposes 
aiirl ~ t -\ r» t n convenience 


m uaicutta, no allowance was mnue iui purposes 

a ud this caused a good deal of annoyance and inconvenience 
1° many Hindu homes and institutions. Subsequently, mw 
6 yur, as a result of special representations made to tbe au 10 
rities. if". TfflC unAnr»nipod were to trea e 


as a result of special representation^ — - , 

rities, it was recognised tbat “deities” were to be trea e 
as persons for tbe purpose of rationing administration. 
Again, it is customary for Hindu widows to take Atap r 
°uly. But there was no provision for tbe supply o sue r 
from the ration shops. Subsequently, bowevei, as a r ® 3 
°i popular clamour, tbe Government tried to supp y 
rice for widows, tbougb it lias often failed to c o so. 
success of a system of food rationing is to be lodged l by tbe 
<5ogree of elasticity it is capable of, and by tbe to 

u-hicb tbe inevitable frictions of a uniform, ng* 1 _ tte 

be overcome. The lack of public co-opera respon- 

actual administration of food rationing was ° created 
«<* - S °»d deal of 

Particularly during tbe early pkj also extremely bad 

. Tbe quality of tbe rationed is even now 

m tbe initial stages of rationing <• ^ -wheat 

<»» w. St tZ, Ta SdtEr 

contained a good atauxtaxo Hcularly mea nt for use inhuman 

harmful ingredients not par j iy grain-dealers in- 

stn-machR Malpractices indulged m uj b 
rinding Govemiient agents, lack of proper storage facilities 
lack of inspection at tbe loading centres, -these are some of 
the causes which accounted for the bad quality of rationed 


n.c. — 8 
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{lifi'l-i. Another {actor of major impoiiauee was the reluct- 
itiiic <ii tin* Government {or a long time to recount-*'.' the 
tli'timtmn between dim* re id grad**- of quality which was 
*|1".U- nh-cived by the trade*. concerned. It is however, 
gratifying to note that the pe-ition ns regard- quality has 
■-hov.il appreciable improvement ot late, following the adop- 
tion of better inspection methods and following the decision 
oj sevei.ii Provincial Government*? to Kell rice in different 
qualities at widely varying prices. 

Since the object of food rationing is to help the common 
people to secure their legitimate requirements of food the 
success of the rationing system depends very much upon the 
price at which rationed goods are made available. In an 
ideal rationing *»y-,tem food prices arc kept ns far as possible 
at their normal pre-war levels, or at most they may be 
allowed to rise only to the extent to which the average 
money-income of the lowest income-brackets has been or 
may be allowed to rise. Tn the IT. K. the prices of essential 
food commodities, both rationed and non-rationed, have not 
been allowed to rise by more than IS per cent. The Britisu 
Government followed a very generous policy of subsidy and 
spent nearly £150 millions per annum in order to stabilise 
food prices at that level. The producer, whether foreign or 
domestic, got the reasonable market price from the Govern- 
ment which, as the monopolist seller of food commodities, 
fixed a much lower retail sale price for the benefit of the 
consumers, pocketing the loss in the transaction dtie to the 
difference between the higher purchase price and the lower 
sale price. The Government of India have by no means 
been oblivious of the necessity for selling rationed goods at 
reasonable prices, hut the methods pursued and the degree of 
success attained have been quite different. The problem of 
subsidised ration is much simpler in Great Britain than in 
India. In Great Britain, the entire population is rationed. 


- "“c* X 
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whereas in India rationing lias affected rouglily one-eighth 
of the total population. If subsidy is to he granted, there is 
hardly much justification for confining the benefit to a frac- 
tion of the population. Secondly, the cost of the subsidy 
must be much greater in India than in the U. K., since in 
India the rationed food is mostly produced at home and, 
thanks to the high degree of inflation in India, the general 
index number in India shot up to meteoric heights and, in 
spite of the most rigorous anti-inflationary measures, still 
remains at a level of something like 250 per cent above the 
pre-war prices, while in Britain the bulk of the rationed foods 
is obtained from abroad at controlled price and the general 
price Index number in Great Britain has not risen by more 
than T2 per cent since 1939. Finally, the financial position 
of Great Britain and her capacity to bear loss due to a policy 
of subsidy are much superior to those of India. While no 
general policy of subsidy has been so far followed in India, 
the subsidy idea is nothing new here. Some form of subsidy 
was granted in pre-rationing days when the controlled shops 
used to sell food-grains at a highly subsidised rate in the 
interest of the poor consumers. Several commercial con- 
cerns, it might be noted iu this connection, also granted 
subsidised ration to their employees. The Government also 
supplies subsidised ration to its own low-paid employees, 
though the amount and degree of the subsidy are not uniform 
in different Government establishments. The employees of 
certain State Railways iu India have perhaps benefited most 
from subsidised ration, in view of the wide range of commo- 
dities which thej- are entitled to get from the Railway Stores, 
At the present moment, subsidised ration is granted to 
the general public only under special circumstances. For 
instance, in the ifadras Presidency and other southern areas 
wheat is sold at a subsidised rate in order to popularise tho 
consumption of wheat among a rice-eating population. 
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French, however, does not appear to be very sound. Ordi- 
nary people in India live mostly on cereals even in normal 
times. It is hardly likely that they have been able to resort 
to supplementary foods, the prices of which have as a rule 
gone much higher up in these difficult times. The analogy 
with Britain is also somewhat misleading since in Britain 
the primary foods were kept ration-free. The more plausible 
explanation may perhaps be found in the fact that in 
Britain food prices have been stabilised at almost pre-war 
levels while in India even the controlled price is nearly 300 
per cent higher than the pre-war market price, while the 
average income of the common man has hardly risen by 
more than 50 per cent. 

The technique of food rationing employed in India is 
generally the method of specific rationing, though the 
‘group’ method has often been applied in the case of certain 
commodities, subject to certain maximum limits (which 
have been frequently altered in response to changing supply 
position) for different constituent units of the group. For 
example, the specific method has been exclusively applied 
to commodities like sugar, salt and mustard oil — the ration 
scale just now in force at Calcutta is 3.5 chataks of sugar 
jper week, (originally it was £ lb. per week, subsequently 
raised to 1J lbs., again brought down to A lb. and now 
dragged down even below the initial scale, — a vivid illustra- 
tion of the dependence of the ration scale on the day-to-day 
changing supply position), 1 lb. of salt per month, and £ lb. 
of mustard oil per month per adult (mustard oil has been 
put on rationing at Calcutta comparatively recently). The 
‘group’ method has been principally applied to cereal ration- 
ing. For example, when rationing was first introduced in 
Bombay, an adult was allowed to buy each week £ paylee of 
wheat and £ paylee of rice or bojri, or £ paylee of wheat or 
bajri and £ paylee of rice. Thus within the limit of 1 paylee 
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Since physiological foot! requirements change gradually 
during a period of growth, the League of Nations has fixed 
up different calorie requirements for as many as eight age 
groups for persons with ages between 0 and 13 years. Most 
Continental systems recognised 4 or 5 age groups for the 
purpose of food rationing. In India not only there were 
only three or two age-groups (formerly 3 groups, 0-2, 2-12, 
12 and above; at present only two groups 0-S, and 8 and 
above), hut difficulties are also experienced in the conver- 
sion of a child’s card into an adult card when the child 
attains the rationer’s adult age. The Indian system is 
apparently based in this respect on the British model which 
also recognises very few age groups. But in Britain this 
deficiency has been more than overcome by the existence of 
other supplementary schemes like the “Milk in school” 
scheme, “school feeding for children” etc. of which there is 
no counter-part in India. 

The administration of rationing involves the creation of 
a vast organisation as well as various technicalities. There 
is, in the first place, the problem of enumeration of the total 
population entitled to the benefit of the rationing system. 
This is a comparatively easy problem in a district or sub- 
divisional town but not so in a vast city like Bombay or 
Calcutta with a large floating population. The method 
actually adopted in most of the rationing schemes was to 
issue permanent cards for permanent residents and “tempo- 
rary” cards for temporary residents. If guests are present, 
it is permissible to take out temporary cards in their names, 
though, unfortunately, a good deal of delay due to red- 
tapism often takes place in the issue of temporary ration 
cards which are sometimes supplied after the departure of 
the guests concerned. There should be provision for the 
immediate supply of temporary cards for guests, though, of 
course, there is the risk of abuse in such arrangements. 
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Again, a good deal of inconvenience i? often experienced 
■when a man tumblers his residence from one rationing ?nb- 
urea to another, necessitating the cancellation of the old 
nitration and the making of a new registration. The 
n hole process often involves an nlmoM unconscionable 
amount of delay due to the dilatory and often harassing 
tactics of difTcient rationing offices. 

The card system of rationing ho 1 ? been adopted in India 
right from the very beginning tvhen rationing was first 
introduced in Bombay. The family ration card system teas 
u«(‘d. Later on, however, it was found that under the family 
rafion card system, the absence of particular members of the 
family was often not duly notified to the Itationing Autho- 
rities. lien eo the individual ration card system was adopt- 
ed iu pieferenee to the family ration card system, though in 
iur.nl areas even now the latter system is usually employed. 

Food rationing administration in India usually involves 
the registration of the individual card-holder with particular 
ration shops. This is found to bo necessary in order io 
ensure a proper distribution of the rationed foods among 
different shops. Thus equation between supply and demand 
can be easily maintained. This method, however, has got 
certain disadvantages. In the first place, the individual 
consumer is placed wholly at the mercy of a particular shop : 
The shop-keeper can afford to be rude to his customers and 
has at least no motive to please him, either by supplying 
good quality food-stuff's or by proper manners. Secondly, 
when the maximum number of ration cards to be registered 
with a particular shop is laid down, late-comers are often 
forced to register their cards in distant shops which may 
cause not a little trouble and inconvenience particularly in 
highly congested cities like Calcutta with over-loaded trams 
and buses. The sense of annoyance becomes almost suffocat- 
ing when the same individual has to visit different ration' 
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-shops situated at great distances from one another for the 
.supply of different kinds of rationed foods, not an unusual 
■experience of many a Calcutta resident. 

The administrative organisation of Rationing is a very 
•elaborate one. In a sense, Rationing organisation is a part 
.and parcel of the entire organisation of the Central Rood 
Department and the Provincial Departments of Civil Sup- 
plies. In practice, horvever, there is a separate Rationing 
Organisation in every Province. There is a Provincial 
organisation with the Director of Rationing at the head. 
The Director of Rationing, who is under the control of the 
Department of Civil Supplies, is entrusted with the task of 
initiating, supervising and co-ordinating the rationing 
administration throughout the Province. Subject to the 
.supreme control of the Director of Rationing, there are 
.separate Rationing Authorities for separate rationed areas. 
The character of these separate rationing organisations is 
highly complex in big cities, but relatively simple in small 
towns and rural areas. 

The organisation in Calcutta and Bombay, for instance, 
is necessarily most elaborate. The Calcutta rationing 
scheme affects a total population of 4.4 millions, inhabiting 
.an area of 1524 sq. miles and consuming about 35,511 
rnaunds of foodgrains daily. There are nearly 90 godowns 
controlled by the rationing authorities, in which the rationed 
commodities are stocked. Distribution takes place through 
241G shops of which 1134 are private shops, 515 Govern- 
ment stores, and 707 employers’ shops. The total staff 
employed by the Rationing offices comprise more than 6000 
persons, excluding nearly 3000 coolies. Besides the Head 
Office, there are about 60 sub-offices in the various parts of 
the rationed area. The Bombay rationing scheme affected 
nearly 24 million people inhabiting an area of nearly 240 
•sq. miles. As things stood in October, 1943, every week 


i-i:u i; c/»Mr*'t am* ji.vnovi no vj sm>h 


It'.iKty md*>. of :<:«»! grain- were distributed unsung the- 
public. Di-tributem in she City lock place through lB-f 
<io\erimi<»s retail *<hop\ yf.f! authoris'd ration ‘•hop*. 10 > 
Co-operative Sorb tit*:* am! mills and factories. In the 
mlnirln then* wore lit! ration 'hops, IS Government .-duip-u 
H7 factory shop- anil f' co-operative societies. f ihe rationing 
organisation hi Bombay also tried to enlist the support and 
sympathy of rr-pon-ilde non-officials. There i' a lood 
Advisory Council ivpre-entiny trade iw-oeiations. the- 
Bombay Corporation, tiie Trade Union Conyres-s and the 
Defence Depart mem. Beside.- there is a committee of 
doctors and nutritional experts to advise on the nutritional 
aspects of rationing. There is also a mm-oilicinl rat ion my 
eommittee in each city ward. 

The nature of the rationiny oryanisation is much 
simpler in t he district toivns and in other mu fus'd areas 
where rationiny is prevalent. The district controller of 
civil supplies or the sub-divisional controller of civil sup- 
plies. is the head of the Rationing Organisation in each 
District or sub-division. Non-Official support is enlisted 
through the formation of the District Food Committee, the 
Union Food Committee, the Development Committee etc. 
Full formal rationing by means of the card system of distri- 
bution does not prevail throughout the rationed area. In 
many of the smaller towns only informal rationing prevails. 
•The distinction between formal and informal rationing is 
not of much practical importance: it is nonetheless a very 
real one. Under full formal rationing, the Rationing 
Authorities fully undertake to supply the rationed goods; 
under informal rationing there is no such undertaking. As 
a corollary to this, it follows that whereas in the formally 
rationed areas, free markets in the rationed goods are not 
allowed to exist, under informal rationing, such free 
markets cannot be abolished. Informal rationing, whether 
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full or partial, lias certainly tlic advantage of greater elasti- 
city and adaptability to a changing supply position, but it 
places the price-controlling authorities in a hopeless dilemma. 
In the initial stages, rationing also sometimes took the form, 
of provisioning certain classes of the population in town? 
and cities, leaving the rest ol the population in those towns 
and cities to buy their needs without restriction as to the 
, quantity in the open market. The Government of India's 
attitude towards such schemes has been beautifully summed 
up in the following observation of Mr. B. It. Sen. 1 ' “What- 
ever justification there might have been for these provision- 
ing schemes when they were first introduced, there can be 
no doubt that these provisioning schemes cannot be regarded 
as permanent substitutes for full rationing. Such provi- 
sioning schemes do not serve the main purpose of rationing, 
viz. distribution of the over-all shortage on an equal and’ 
equitable basis, and also keep up prices in the open market 
by allowing the comparatively well-to-do section of the 
population to boy as they please. Experience and force of 
circumstances are now combining with the Government of 
India to persuade the Provincial Governments to agree to- 
take steps to change over to full rationing in accordance 
with the principles laid down by the Government of India.” 
In keeping with the spirit of the above declaration of policy, 
informal and partial rationing schemes in towns and cities 
have been largely replaced by full formal rationing, though 
in the rural areas such provisioning schemes are still largely 
prevalent. 

Before concluding this chapter, a few words may he- 
said regarding the value of the Indian food rationing system 
from the nutritional point of view. The League of Nations- 
survey of various European rationing systems has tried to 

*B. R. Sen’s statement in the Council of State debates 
November 14, 1944. 
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rvalunu diStji-at jyjdrjm of rationing hy iht> criterion of a 
in:U'if aimriiy optimum die! <-<tnbls*]ted by an ideal rationing 
-vyrirnt. A nutritionally ideal diet includes many item* in 
addition to ilu« principal cereal*. and it varies according 
to climatic conditions, age-group-*, sex. nature of occupa- 
tion, the tituri- of health etc. A proper combination of 
carbo-hydrate*, fat' 1 , proteins, minerals and vitamins con* 
ftihite- flic very es«e»e <■ of :t well-balanced diet. The 
normal caloric requin merits of an adult vary from 2-jOO to 
per day. Carbo-hydrates and fats are the main eneTgy- 
giving constituents in the diet while proteins are the main 
hotly-building constituents. Minerals and vitamins are essen- 
ii»l to the growth and functioning of n healthy body. Tat is 
mainly consumed in the form of mill:, cheese, cream, meat, 
bacon, mi is etc. Dieticians favour a diet furnishing from one- 
fourth to one-third of total calories in the form of fats. Pro- 
teins may be derived from mill:, meat and egg s (animal pro- 
teins) nr from cereals, peas, brans and nuts (vegetable pro- 
teins). The protein intake of every adult should not be less 
than J gramme per kilogramme of body weight, while for 
growing children and nursing mothers it should be much 
higher, in the rase of children 1-3 years of age as high as 3. a 
grammes per k/m of body weight. Minerals like calcium and 
phosphorous are mainly consumed in the form of milk, eggs, 
vegetables, cheese and fruits. The minimum calcium 
requirements for an adult are 0.S8 grammes of phosphorous 
and 0.45 grammes of calcium per day. Vitamins are con- 
sumed mainly in the shape of fruits, berries, vegetables, 
potatoes, whole bread, cereals and milk. Vitamin A is 
necessary for the growth and the maintenance of health, par- , 
tieularly of the skin and respiratory system. Vitamin "B is 
essential to the growth and the maintenance of appetite and 
affects the metabolism of the body. Vitamin 0 is parti- 
cularly essential for young children and nursing mothers. 
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The average Indian diet is composed mainly of carbo- 
hydrates and of vegetable proteins. Fats, minerals, and 
vitamins are notoriously deficient in the Indian diet. Conti- 
nental rationing system including the British system have 
sought to give as much as possible a balanced diet to the 
people, particularly to the vulnerable section of the commu- 
nity. The Indian rationing system did not even endeavour 
to produce a balanced diet for the people. The highly 
limited range of commodities affected by the rationing 
system completely militates against any such possibility. 
These are also serious obstacles to be encountered if the 
Bationing authorities in India try to emulate the examples 
of the more advanced countries. In the first place, the per- 
capita income of the Indian people is so very low that a 
•well-balanced diet is quite beyond the reach of all but a 
small fortunate minority. Secondly, the diet habits of the 
Indian people, including the relatively well-to-do classes, 
are, to say the least, not very scientific. Thirdly, Indian 
agriculture has not been adapted to the full nutritional 
requirements of the Indian people. The production of milk, 
milk products, fish, eggs, meat, vegetables and fruits has 
been far from being adequate for the provision of a cheap 
balanced diet for the Indian population. Fourthly, food 
industries and food technology are extremely undeveloped 
in India, though some progress in this respect has been 
achieved during the last few years. India must develop 
scientific methods of preservation of perishable foods, 
modern methods of storage, packing etc., before there can 
be a satisfactory solution 'of the problem of “enough food 
for all and of the right quality, and at prices which all can 
afford.” The present system of food rationing in India, 
highly unsatisfactory as it is, thus in a sense reflects the 
fundamental defects in the present organisation of our 
economic life. 
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The problem of cloth rationing is somewhat different 
from the problem of food rationing. Whatever justification 
there might be for excluding the rural areas from the scope 
■of food rationing, there is none for confining cloth rationing 
"to the urban areas only. Cloth rationing, therefore, should 
include within its scope the entire population of India which 
makes the problem a vast and extremely complicated one. 
The nature of the problem is also somewhat different. 
Unlike food, cloth is a relatively durable commodity. The 
sartorial habits of the people show wide differences. A 
person’s requirements of clothings depend upon age, sex, 
nature of occupations, inherited traditions, the level of 
income, standard of living etc. Generally speaking, town- 
dwellers require more clothings and finer varieties of cloth 
Uian the rural population. A scientific scheme of cloth 
rationing should take into consideration all these factors. In 
the U. K. the ‘point' system of rationing has been adopted 
for solving Britain’s war-time cloth problem. A definite 
number of points or coupons has been allotted to each indivi- 
dual. A good deal of choice has been left to the individual, 
though the total demand is limited. The cloth rationing 
problem in England was fundamentally the problem of res- 
tricting the consumption of cloth with a view to releasing 
factors of production for military use. Hot only the total 
consumption has been restricted, but the number of varieties 
of cloth has been severely curtailed with a view to 
•avoiding wastes, unnecessary duplication of plants etc. 
Under the 111111% cloth programme, only a few varieties of 
cloth of standard specificatons can be produced. Thus the 
textile industry has been rationalised in a manner which 
could hardly be deemed feasible in normal peace-time. At 
the same time, however, the utility programme does not aim 
at a mere soul-less standardisation. There is a simple beauty 
and fundamental dignity in Britain’s war-time dresses. 
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Tire n&iun* of tin* doth problem in In din lin? b ; en 
different, Unlike Britain, India was far from being r - 1 
ntuflicjent in regard to her clothing requirement 4 dunng 
peno>* time. The outbreak of the war, therefore, by reim 1 ' 
jug or cutting <>fi ihr foreign supplies enured nn orer-a 
shortaire of doth which, however, became apparent only 


when the old stocks became somewhat exhausted, and ns sD 
increasing portion of India’s textile plant capacity came to 


be appropriated by the military. 

It was estimated that the per eapitn annual production 
of cloth in India was 30.88 yards per head. After allowing 
for the requirements of the Defence Services and the 
annual export quota (both of which have been appreciably 
reduced in recent months), the per capita share of the 
civilian population came to just under 18 yds. per annum. 
Since a part of this cloth included items like handkerchief* 
mosquito nets etc which are not very suitable for clothing 
purposes, the per capita share of clotli was too meagre to 
permit of a universal system of rationing. The success of a 
system of rationing, it should he remembered, ultimately 
depends upon the availability of supplies which are neces- 
sary for maintaining a minimum ration scale. This condi- 
tion has not been fulfilled in the ease of clotli in India. The 
Government, therefore, triod to appease the more clamorous 
urban population, while the rural masses were practically 
asked to make all sorts of interesting sartorial experiments 
with barks and palm leaves, if indeed they wore not modern 
enough to start full-fledged nudist colonies in the fashion- 
able Yankee style ! But even in urban areas where full- 
fledged cloth rationing has been introduced, there is no pro- 
vision for the supply of winter clothings (some winter 
clothings are occasionally distributed in very limited quan- 
tities to consumers through selected shops by means of tlu- 
queue system). 
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The first pioneering attempt at cloth, rationing, as in the 
sphere of food rationing, was made by the Government of 
Bombay. Here too, the City of Bombay presented a model 
to the rest of India. Hationing of mill-made cloth was- 
introduced in the city and suburbs of Bombay on June 3, 
1945. Distribution took place through 315 approved shops. 

„ The introduction of formal rationing in Bombay was pre- 
ceded by some informal type of rationing under which one 
pair of dhoties or saries could be purchased from Govern- 
ment-approved shops against the production of the Food- 
grains ration cards of the Head of the Family. 

In Calcutta, where the cloth problem was much more 
acute than in Bombay, formal cloth rationing was introduced 
only on September 3, 1945. Prior to the introduction of 
full rationing, an interim rationing scheme was launched on 
May 7, 1945. Under the scheme every adult holder of a 
Foodgrains Itation Card could secure one unit of cloth ration 
provided that he could prove the urgency of his or her 
individual needs. Ward Committees consisting of respon- 
sible non-officials were set up in different parts of the city. 
Cloth ‘permits’ could be issued by such Ward Committees 
to persons whose needs were adjudged to be most urgent. 
The Itation Unit was 1 piece of dhoti or one piece of 
sari or 1 piece of chaddar or bed cover or a few yards of cloth 
varying from 34 to 5 yards. _ . 

Under the formal cloth rationing scheme functioning in 
Calcutta since , September last the cloth ration for adults ‘ 
has been fixed at 20 yards for the first 9 months while 
children upto the age of 12 have been allowed half the 
adult ration. Cloth ration folders have been issued to 
holders of Pood Itation Cards as well as to permanent occu- 
pants of residential establishments and institutions (who 
have got no separate food ration cards) on the production of 
identity cards for the issue of which special arrangements 

mc.-9 
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IV e now pass on to tlie problem of petrol and kerosene. 
From the chronological point of view, petrol and kerosene, 
were placed under some controlled system of distribution 
long before food or cloth rationing was even thought of. 
India was never self-sufhcient with respect to these two com- 
modities and when the war broke out, the very high degree 
of military importance attached to petrol, taken in conjunc- 
tion with the growing need for economising in tanker space, 
necessitated the institution of some control over civilian 
consumption of petrol. Ihe rationing of petrol was first 
inaugurated in India in August 1941 under the llotor Spirit 
Rationing Order, 194i, which extended to the whole of 
British India. Under this order, no dealer in motor spirit 
was allowed to sell petrol to any one except on the produc- 
tion of coupons or in quantities in excess of what was 
authorised in the coupon. Coupons could be obtained from 
the Area Rationing Authorities, which were set up in differ- 
ent zones, on the fulfilment of certain conditions, such as, 

' the payment of all taxes due in respect of a particular vehi- 
cle for which petrol permits were being sought. There were 
three classes of coupons, special, ordinary and supple- 
mentary. Special coupons were generally given only 
to high military and liig-h administrative officers the nature 
of whose work required large consumption of petrol. 
Supplementary coupons were usually given to civilians like 
doctors, whose normal occupation required more than ordi- 
nary consumption of petrol. 

The basic petrol ration in India which was originally 
six gallons per month underwent frequent changes and for 
some time, after the fall of Burma, it was altogether with- 
drawn. This no doubt caused much hardships to car- 
owners, many of whom disposed of tlieir cars because of their 
inability to use them, (a development which was by no means 
unwelcome to a Government anxious to get hold of as many 
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private < .^r- i 1 ' p-v.-db], for pnrp».>s ,>f military transport). 
Hut t!u» lyy of haid-hip w,.>. by no means India's monopoly. 
I$o*ie petrol ration w.t s withdrawn in Britain since 'Tun- 1 
15M‘J, while in Germany is hut] Ivan withdrawn much 
eat Her K\ fii the P. S. A., the world's greatest P r0 ‘ 

duoer of oil. found it nece*. arv to ration petrol during the 
war. 

TSir m-titution of pettol rationing came as a severe 
blow not only to the cat-going public but also to the motor 
fiansport industry in India. The transport situation in the 
country, which iv;o already undergoing appreciable deterio- 
ration owing to (lie growing volume of military traffic in 
different Indian Railways, beeaine highly strained, as many 
of the country bus services were forced either to cut down 
their .sendees or to close down altogether. The ’fV'ar 
Transport Dopaitment of the Government of India, while 
enforcin'? drastic economies in civilian petrol consumption, 
tried to relieve (he situation by encouraging the n«e of 
petrol substitutes like the producer gas plants and charcoal. 
It secured a quota of steel materials to expedite this develop- 
ment by assisting makers of producer gas plants all over 
India to obtain tbeir requirements of steel. It was com- 
puted that by converting 000 motor vehicles to producer gas 
vehicles it was possible to save one million gallons of petrol 
per year (a bus or lorry converted to producer gas and run- 
ning about 2000 miles a month, at 12 miles per gallon on 
petrol or I gallon per day when working on producer gas, 
can be expected to save about 140 gallons of petrol per 
month, or 1,GS0 gallons per year). The Government also 
encouraged file production of power alcohol out of molasses, 
which was also to act as a petrol substitute. Madras o>ave 
the lend in fhe use of producer gas. The popularity of the 
use of producer gas plant was. however, hindered by several 
factors : 
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(1) tlie increased wear and tear o£ tlie machinery due 
to the nse of iiroducer gas plant; 

(2) tlie cost of conversion, and 

(3) the availability of petrol in the black market 

(which often received illegal supplies from the 
military who apparently could obtain unlimited 
quantities of petrol and could use them lavishly 
when civilians weie almost dying of petrol 
thirst). 

Petrol rationing set up new standards of behaviour and 
new modes of peregrination among the well-to-do sections of 
tlie public for whom, in pie-war days, the motor-car was the 
principal means of load transport. Walking and cycling 
from home to office and back again became quite a fashion 
with some of the highest olt'cers of the state and it was a 
particularly delightful spectacle to see Departmental Secre- 
taries and even Hon’ble ilembers of the Viceroy’s Execu- 
tive Council cycling shoulder to shoulder with thousands of 
office assistants, both men and women, through the Queens- 
way, and the Parliament Street, at the day’s end in Hew 
Delhi. 

Another unexpected sequel to petrol rationing was the 
temporary resurrection of, or at least a much livelier activity 
on the part of some of the old out-moded means of transport, 
which had been progressively thrown into the back-water in 
the Motor age of the inter-war era. Rickshaws, tongas, 
palanquins, not" to speak of phaetons and hackney carriages, 
— all these re-emerged from the limbo of comparative obli- 
vion and proudly strutted across the most respectable 
(borough-fares of big cities with some of the most fashionable 
people as their temporary inmates. Quite fabulous incomes 
were earned by those who were now called upon to fill tlie 
vacuum created by petrol rationing in the country’s road 
transport system. 
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lit '■friction nn tlu- oon-umption of Kerosene was. impost 1 *! 
idwo-t from the i n n i n:; of the War. India was never 

Mdl-Mifboieiit ;v^ regards her jvquimwrW of Kero-one which 
w* impoited in considerable quantim- from Bunas, Even 
before the fall of Burma, cuts were imposed fo the fane of 10 
f<> 20 jh r rent, <>f the normal supply on account of the need 
for economy in the u**e of tanker space. After the fall of 
Burma much more drastic euu in supply were impost <1. 

Systematic rationing in 7vero«ene lias keen instituted 
only in a few hiir towns like Bombay and Cnleuite. (in the 
latter place only very recently). Controlled consumption 
rather than formal rationing was {lie key-note of the Gov- 
ernment's policy regarding- Kerosene, (hough in some places 
it lias been .subsequently replaced by formal rationing. In 
the Bombay scheme of Kerosene rationing, a distinction has 
been made between those who require Kerosene for both 
lighting and fuel purposes ami those who require Kerosene 
for purposes of fuel only. Different ration scales have been 
fixed for these two classes of people, and larger quotas bare 
naturally been allotted to those who do not enjoy the benefits 
of electricity in tlieir homes. 

If petrol rationing has hit hard the well-to-do section of 
the community, the main brunt of the impact of Kerosene 
rationing has been borne by the poorer section of the people 
both in towns and villages. Prior to the institution of 
Kerosene rationing, distribution of Kerosene at Calcutta took 
place by means of the queue system. Only those who had 
the time, stamina and patience necessary for prolonged wait- 
ing in apparently endless queues could hope to get, if they 
were lucky enough, a small quantity of Kerosene, usually 
1 pint bottle at a time. In the district, towns of Bengal the 
queue system has been gradually replaced by the permit 
system. The requirements of different house-holders are 
generally taken into consideration for the purpose of fixing 
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their monthly quotas. As a rule, Government officers and 
influential members of the public do not experience mucli 
difficult}* in securing- reasonable quantities of Kerosene. The 
pinch is felt most acutely by the small man. The humble 
rural folk have been the worst sufferers. They have been left 
completely to the mercy of local Food Committees or Union 
Committees or Development Committees who are usually in 
charge of distribution, subject to the control of the Circle 
Officer and the Sub-Divisional Controller of Civil Supplies. 
The President of such Committees, who is usually nomi- 
nated by the Government, often exercises his brief authority 
in a highly arbitrary fashion. Moreover, all sorts of irrele- 
vant criteria, like ihe amount of Union rate paid by different 
villagers, are often set up for fixing individual quotas. 

Kerosene restriction is a veritable curse to India's teem- 
ing rural millions. The highly inadequate and erratic nature 
of the supply in distant villages has caused a lot of mischief 
and hardships to the rural masses. Night work by the 
Cottage worker, night studies by the student, and pleasant 
innocent gossip among- the humble folk in long summer even- 
ings, all these healthy activities have been made to feel the 
crippling blow of the perpetual partial “black-out” of the 
dismal era of Kerosene control. 

Systematic formal rationing has also been applied .to 
motor tyres and ttibes under the Tyre Rationing Order, 1944. 
Under this Order all sales of motor tyres and tubes were pro- 
hibited except on the production of permits to be issued 
by the Area Rationing Authority. Permits were necessary 
even for the purpose of purchasing retreaded tyres and 
tubes. 

The certificate method of rationing has also been 
employed for effecting the distribution of a wide variety of 
durable consumers’ goods, e.rj . , fountain pens, radios, motor 
cars, refrigerators, etc. In view of the highly inadequate 
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fuifj r- ri.it if nature of tin* supply of *meh commodities, the 
certificate method mu perhaps the only method open to the 
Government. The icmiIIs achieved hv the method, however, 
have been anything but snti«fiiefnry. It was extremely 
difficult for flu* ordinary man to «ecure a permit by pursuing 
ordinary method*. 

An informal tyjie of rationing has nl<i> been applied to 
particular poods in short supply. The shop-keeper was asked 
not to supply more than a limited quantity of a commodity 
to a particular person at a time. In the ease of certain medi- 
cines like Quinine, and invalid foods like llorlicks. tlic 
buyer was naked to pioduee a medical certificate for proving 
the urgency of lii< demand. 

A Vo have already refcried to the coal rationing scheme 
which regulated the coal quotas for different industries. The 
Government of India also instituted a coal rationing scheme 
for it* own employees in Now Delhi. A nofable feature of 
this scheme was that the individual quota of coal was fixed 
differently for different salniy-groups, ineioasingly higher 
quotas being allotted fo the higher income strata. One fails 
fo under? fund how one could suspect flic existence of any 
direct correlai ionship between an individual's salary aud 
his requirements of coal. Possibly it was thought ihat the 
fat-salaried man requires more coal because of his elaborate 
menu of diet which the small man apparently can not afford 
to take. This surmise is no doubt grimly true, but are 
fbero not also equally relevant criteria like the size of the 
family, the number of hearths which liave to be kept burning 
for tbo preparation of the family’s food, and so on? 

The salary basis has also been applied by the Central 
and the Provincial Governments for determining the maxi- 
mum value of individual purchases in the Civil Grocery shops 
which have been specially created for ensuring tbe supply of 
rare stationery goods to Government officers of gazetted ranks. 
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In the above. paragraphs we liave given a brief account 
•of the chief rationing experiments which have been made by 
ilie Government of India since the out-break of the Second 
World War in respect of commodities other than food. The 
first thing that strikes one’s attention is the extremely limited 
scope of such rationing in India (when compared with its 
'counter-part in other advanced countries) which makes all 
inter-national comparison of the effects of rationing on the 
community’s total consumption expenditure practically’ 
impossible. The purpose of war-time rationing, it may he 
recalled, is not only to effect an equitable distribution of 
commodities in short supply hut also to reduce the total 
volume of real expenditure in older to release the maximum 
amount of factors of production for direct war uses. Both 
these objectives arc increasingly fulfilled as the scope of 
rationing becomes more and more comprehensive. The suc- 
•cess of price-control also depends on the scope of rationing. 

In the second world war, Germany and Russia had the 
most comprehensive systems of rationing which practically 
embraced every conceivable item of individual expenditure. 
In Great Britain, the rationing system was much less totali- 
tarian in character. Nevertheless, it has been found possible 
to calculate the reduction in the total volume of real con- 
sumption expenditure in the U. Iv. which was brought about 
by the joint operation of the British fiscal and rationing 
systems. For instance, it has been calculated (from ibe 
statistics of national income and expenditure compiled and 
published by tbe British Government), that the real volume 
of consumption in the IT. Iv. in 1941 was 15 to 20 per cent, 
lower than in 193S. In India, the real volume of consump- 
tion was reduced to a far greater extent, but the method 
chosen was quite different. In Great Britain, economies in 
private consumption were mainly brought about by the 
method of taxation, borrowing and rationing. In India, the 



KiS 


rovrrtii, A.vn nvnoston i. v t rMJiA 


*,nme objective wo*- realised by flic highly »n s CH-nt}fir method 
a f infht‘i‘>n with if-- arbitrary and highly tin* quid incidence 
on different c!n->-< - of person*. Price-control and rationing 
which played a major mb* in Britain's war fhumc*’ were 
n-dgned a iclntmdy minus rok- in India's- war economy. 

Indeed. it i* extremely doubtful whether the Go vein - 
ntini of India over sethm-dy contemplated (ho use of the 
rationing technique for re-tnforcitig if' - war effort (except 
in (in' ( a s <“ of petrol and tries and tube-). Both food and 
doth rationing. in their highly limited form*. tvorp reported 
To only when till other measure- had failed lo avert food and 
cloth famine- among the vocal pactions of the population. 
Other partial and selective form- of rationing? which arc to 
he found its India have hud very little practical significance- 
for the common man in India. 'The benefits of selective 
rationing in India have been reaped mainly by the member- 
of the Government's own superior staff, and pt>-$il>ly also by 
their fi lends and relative.-.. The elnhoiafe arrangements 
which the Govoinment made in the shape of Civil Grocery 
shops, civil tailorinp shops, etc. for ensuring? a reasonable 
supply of all suits of scarce poods to its own officers, while 
practically nothing? was done to cater to the similar needs 
of equally respectable non-ofixeials, — point inevitably to the 
conclusion that the main purpose of selective rationing in 
India was to safeguard the interests of the bureaucracy that 
framed the rationing regulations rather than of the public- 
whom it was supposed to serve. 



CHAPTER VII 

SOME LESSONS OF WAR-TIME CONTROLS. 

Price-control and Rationing- arc both essentially war- 
time phenomena and, although they may drag on for some 
time yet, even after the cessation of the war, during the 
critical phase of the early post-war period, they are ulti- 
mately bound to disappear with the restoration of normal 
conditions. At least, this is implicit in a free economy. 
Since India is uptit now wedded to free institutions, we may 
naturally expect a gradual relaxation of economic controls 
inherited from the war (though we may find bureaucrats, 
who are actually engaged in administering various types of 
controls, on the side of those favouring an undue prolonga- 
tion of the control regime). As a matter of fact, some relaxa- 
tions have already been either made or announced. For 
example, the basic petrol ration has already been increased, 
and it has been announced that controls over salt will be- 
removed in the near future. On the other hand, however, food 
controls have been further tightened up of late a n account of 
the over-all food shortage both in India and the outside 
world. But even the present food crisis is not lively to last 
long and- if we take a long view of things, the future agri- 
cultural problem may once more become the problem of' 
preventing gluts rather than the problem of over-coming 
shortages. 

The question, therefore, naturally arises: -is ffio storv of 
India’s war-time experiments with price-control and ration- 
ing, which has just been described, a mere episode or a o-rim 
war-time experience like tlie wailing of fhe siren, „f which a 
notice may be taken only by the future economic historian 
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lor the mtisfut-f ion of men- hi» formal furio-ily, or is there 
any jii-riiJ silsi-iit k** -on h> he leant t both by the statesman ami 
l!it- <-i-»mmii*t tail uf phenomena which by their very nature 
mv ItiitsntS to be { r ,t it*- : f. or >' b There ran h< v very little doubt 
about the nutate of the anv.ver which should be given to the 
above qm-dions. 

To the ortii n:uy man, p.utirularly to the man of the 
village, who lias not received much tangible benefits out of 
war-time control-*, and c.-itainly to the businessman, for 
whom eronomir controls can never be. to quote Mr. Churchill's 
words “delectable dishes’’ to b<» relished and remembered, 
file eventual ptoritig away of the control icgirne may, no 
doubt, have the same exhilarating effect ns ihe passing away 
of a frightful night-maie, ami there may be no tendency on 
the part of eitlnu of them to “east a longing, lingering look 
behind.” Hut for the economist a veritable laboratory has 
been provided in the voluminous records of our war-time 
experiments with economic controls in general and with 
price controls in particular, records which are not any the 
less useful as materials for valuable research, because they 
happen to he largely chronicles of failures. It is quite 
beyond the province of our present study to make any 
detailed analysis and to sift out the lessons which can be 
gleaned from the actual experience of particular types of 
commodity controls. e, shall, therefore, content ourselves 
by indicating some broad lessons which our first big experi- 
ment with economic controls inculcates. 

The very first thing that we have to learn from the 
actual working of economic, controls is that we must care- 
fully analyse the main causes of our failure with a view to 
file elimination of such factors in any future re-imposition 
of similar controls which a future emergency of a similar 
character may render necessary. TTe have already referred 
to some of the contributory factors responsible for the com- 
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parative failure of price-control and rationing in India, 

viz. ■ — 

(1) initial unpreparedness, 

(2) complacency on tlie part of the bureaucracy, 

(3) lack of a proper administrative staff, both in 
quality and quantity, 

(4) lack of bealtby co-operation between the Govern- 
ment. and tbe public on tbe one band, and between 
tbe Government and tbe business community on 
tbe other, 

(5) lack of proper support from tbe Government’s 
fiscal policy, and 

(G) lack of proper co-operation and liaison work be- 
tween different Departments of tbe Government, 

' and between different administrative units. 

But tbe supreme lesson tliat we bave to remember is tbafc 
our existing economic structure is too weak to bear tbe strain 
of a prolonged state of emergency. Even in tbe so-called 
normal periods of prosperity, tbe great masses of the Indian 
people lived on a very narrow margin and they possessed very 
little reserve power for absorbing tbe shock of any unex- 
pected blow from outside. It is no wonder that tbe unpre- 
cedented strain of a total war, tbe incidence of which was 
thrown quite disproportionately on tbe shoulders of tbe 
dumb millions due to tbe pursuit of a policy of inflation, has 
proved to be too much for many of them. People, with lialt- 
decrepit bodies on account of chronic semi-starvation in 
normal peace-times, readily succumbed, when the war im- 
posed fresh drastic cuts in their consumption. Tbe great 
objective lesson for our statesmen to cherish, therefore, is 
that wc must build up tbe reserve strength of tbe masses so 
that they might face a future emergency quite manfully. 

Secondly, tbe short-comings and failuies of our experi- 
ments with price-control and rationing have also vividly 





3 12 

. , v of our 

«>„■ -ml..,- A- M : >,«.« >»« 

ftiriivwlTwi.il and nj.Uian.il \.a • ■ pe „ rtlt i ft l requirements 

....H-mppoithig i» iUo nqn-U- “ 0 , Culture, indn*tn«, 

*«« ^ ™“ Ai r ll TS 

iT..iiM»T» *v f -“ -,n - ,,Ml , , , we ran «&>»« .0 

1 „ thoioucMy overhaul*. • . { either modc-r- 

ftlmwr.1 into another «mdaKmJ.<‘ n * produce mere 

ni-, o,.r V,V- ... U \" r ^ iJS™ foA « 

foods, lu.sli pnnu.rv »•«*«! ** 1 , (o ,.,. t l 10r things 01 th~ 

- zz » 

Snore egg,. 1U» and meat. u«m 1 ^ ‘ {o0[ K Thu. the 

nUo learn how M pi r-n v ‘ J 1 ^ r , 0U omie loronrfrut' 

firet iniority in »«y . nul other allied mdu.s- 

-,ion should he jr»vt*u to W* industries. Similarly, 

tries including the mod i, tlmt there should bo * 

the Wn of the great ile TO ills in India for the 

nnu'li huger number of •-«* 01 { more vnnl . The transport 
production of more cloth and 1 thorough overhauling, 

system ot tbc country also 1 navl „ a hle rivers than 
AYe must mahe larger use * q{ ' a \\ systems of trans- 

have done hitherto. A a* 1011a s. astn l transport— « 

port-roads, railways rivers • pvoW em. Again 

perhaps the only solution . lJmin i<trution also requn« 

the statistcal equipment of * d n centre and in tlm 

to he greatly strengthened M «* « {o ^ before 

*>,.» 1 “ n,r '” 

we can establish a tyi {uhirc emergency, 

and rationing m India m a j - 1 cxpcrim ents are not 

But the lessons of our . proper handling 

merely meant for offering gm« be of immense 

of possible future emergenc es • ^ mie problems 

practical value in solving - of procurement 

-as well. Bor instance, the new 



SOJEE LESSONS OF WAK-TUIE CONTEOLS 


143 


■and distribution which lias been so laboriously built up in 
tbe course of tlie general crusade against high prices of food- 
grains may well be utilised in normal times for stabilising 
the prices of agricultural products in general. In the past, 
the poverty of the Indian ryot was largely due to his- inabi- 
lity to sell his produce at a good price. Our war-time food 
control has succeeded in eliminating most of the big middle- 
■ men who formerly thrived at the ryot’s expense. How that, 
under the sheer pressure of abnormal circumstances, the 
state in India has learnt the art and technique of buying, 
transporting, storing and distributing agricultural pro- 
ducts in huge quantities, it should not be difficult for the 
state either to prevent the re-appearance of the exploit- 
ing middlemen or to guarantee a good price for all agricul- 
tural products. The new storage arrangements, the recently 
acquired marketing experience and the rationing technique 
may be simultaneously employed for preventing any undue 
recession in agricultural prices following an accidental over- 
production in any particular year. For example, surplus 
goods may be kept in storage or processed and preserved, or 
distributed over wide areas or just disposed of at differential 
prices ( i.c ., a very low price may be charged for very poor 
consumers, while keeping up prices for the majority of 
buyers) as under the United States food stamp plan. 

There is another special reason why the lessons of our 
war-time experiments should not be lost on our economists 
and statesmen. India to-day is on the threshold of great 
developments in llie economic, social and political spheres. 
It is univei «nlly agreed that such developments must ho pro- 
perly planned. But planning implies controls, although 
the nature of economic controls appropriate to a peace-time 
planning for prosperity is quite different from that of con- 
trols implicit in war-time planning for seaicities. Thus the 
regime of controls may he given a new lease of life, though 



<5!* * S 

141 "*]7 «,v, «* * f^ r ??5Sa 

Th.- t-f s ' ;;\;; u ior t v fn^ inir 1 ; { l, m ^ 

Lastly* '• 5,, ‘ • , v.-rv vital K’H 1,1 , 4 „ n ,\ jnc-** 

^t; a tlvoVAVlem o?Up ^ X 

qnatc !"’ i ; !l ^ (1 rK -t!tc i » arc tmunh r • 1* ^^uUile*! 

tor ‘'V' U ‘ l T; Sritt.m of <>ur people- A uU the- 

p1w.«ic nial*nu‘ r * * w help much oV , people a 

^ -'t ra, mu- Tt ; 

health}' 1 ’’ , t p e community ma\ ^ n putt- 

ration nt th J of ra tiomng may U*T 80cia v»hc r«- 
»Wy n,<ia / the State both for '‘heehn ^ ^ & 

the hand; ° ' Wx »«d for improving ™ J it mn y not be 

distribution «» jn this connection, level 

of r-blio ^ tttl «»»■»»* ' l » Wte - m! 1“ el Of ®»« 

out of plow to "t,'n.lo »>" ° ,ln " P u -Sumption of *<• 

of ™’ P “ij''r ln fi"’ in ' f" r't ohrcioo »«' 

consumption . account of - T p- g teeming 

n»^ f. C f;rc Option standard of ^ ^ upera hlc 
It is ! ?T j U ultimately prove to ^ ^ an a 

millions win xo nd to prospen . t | lC pursuit 

otumUi'f U»*' 0 „ o p„„iHo “ ’taJWtol »»- 

tl u . -p-hole vrorli. policy -whereby tie • atc eon- 

=£ ; g5=?S5^- 

adopted t°y ' tical politics. 

the range ot 1 4 ‘ 


EPILOGUE 


A NOTE ON ‘DECONTROL’ 

We have observed that war-time controls must disappear 
gradually after tire passing array of tire war emergency 
which brought them into being. The degree and the timing 
of such, de-control measures, however, must depend on 
current expectations of the speed of return to normal con- 
ditions after the cessation of hostilities. Generally speaking, 
controls should be retained, in a suitably modified form, over 
those sectors of the economy which may suffer for some time 
from war-created scarcities, and removed from other sectors. 

If the inflation potential is present, there is an additional 
justification for retaining or even intensifying controls over 
essential commodities in the interest of a smooth transition 
from war to peace economy. 

XJntil recently, the Government of India’s economic 
policy was in conformity with the above general principle. 
Omnibus control orders like the Hoarding and Profiteering 
(Prevention) ordinance 1943 and the Consumer Goods 
(Control of Distribution) order 1943 were relaxed and were 
finally allowed to lapse on Sep. 30, 1946. Considerable relaxa- 
tions were also made in the enforcement of exchange and 
import restrictions and of the Control of Capital issues order. 
At the same time, however, the Essential Supplies 
(Temporary Powers) Act, 1946 was put on the statute book 
to enable the Government to retain, after the lapsing of 
D. I. Rules, effective control over the production and con- 
sumption of certain essential and basic commodities like 
food, cloth, sugar, iron and steel, coal, oils and oilseeds, 
petroleum, spare parts of vehicles and mica. Cement, 
paper, and liouse-Tcnt also continued to be ‘controlled’. 
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T Ons ;n t!,f. ;',j pha • of t lie- po-4-war prnnd. the ‘Iv- 
conrstii *-xporirnr-nt. though , j»pli» tl (<> a very a ide sector of 
om < i «>:nn>»y. vw* nor allowed to interfere with (he hard co:e 
<>f i uj -yit* m. Indeed, in ibis eaily phu-e con- 

u.Um-ihed :u .nap vital respects. At' .iiMiulin con- 
trol '.'.a* impc, od for til.' nr*;} time over oilseeds, while c>. iling 
priors rcie i r> id down fm copra ami oocomit oil. As the food 
-ituatwm once more took n grave turn since 31545-40, the 
py-tojn os food rationing wa extended to widt-i and wider 
aims. The number of rationed population whh-h stood at 
26 irsiliioji in 194-1 ro s “ 1*> 52 million in 19-1-3. to 199 million 
in 1940 nml to 171 million in 19-17 (on the eve of tin 1 Parti- 
tion!. The ration-scale had also to he reduced in 1919 from 
1 lh. of food-drains to 12 or., per adult and gcn'-ral austerity 
standards were imposed in public banquets and catering: 
establishments. 

But this mixed policy of control and de-control did not 
succeed in arresting tlie inflationary spiral. The Economic 
Adviser's index number of wholesale prices a vet aged 275-4 
in ’46-’47 as against 2-14-9 in ’43-’4G. In October ’47, the 
index number of wholesale prices stood at 29S-2. The 
Bombay cost of living index averaged higher at 255 in 
*46-'47 os compared with 231 and 22S in the two previous 
years. In Oct. ’47 it rose to 285. The food index issued by 
the. Economic Advisor, notwithstanding the heavy subsidies 
granted by the Government in regard to imported food- 
grains, rose steeply from 24- ! - 6 in April 1946 to 271-S in 
Match 1947, as against a rise of 11-1 and 2-S points in the 
two previous years. At the end of Aov. ’47 'it stood at 281-4 
(August 1939-=- 100). The index for industrial raw materials 
showed the maximum rise from 283-5 in March ’46 to 362-9 
in March 1947, and to 383-4 at the end of Abr. ’47. 

The great deterioration in the price situation which has 
•taken place in India since the end of the TTar is at once un- 
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-expected and disquieting. It was hoped that the reduction 
in the volume of demand for Defence requirements, the 
availability of larger industrial capacity to the civilian 
sector of the economy and the augmentation of supplies 
through imports, taken in conjunction with the cessation of 
huge war expenditure, would tend to lower the level of prices. 
But this expectation was not fulfilled. Rising price-levels 
■abroad, notably in the U.S.A. and, to a lesser extent, in the 
TT.3L, declining production in India, and a sudden spurt in 
demand, both domestic and foreign, for some of our products, 
— these are the main causes of the continued inflationary 
trend in the post-war period. 

The Government tried to meet the situation in various 
ways. First, an incentive tax policy was announced in the 
budget for ’4G-’47. The E. P. T. was abolished, while high 
depreciation and obsolescence allowances were gi anted for the 
purpose of assessment of income-tax. The tax on un- 
distributed profits was reduced, while exemption from 
income-tax was granted in respect to current expenditure on 
industrial research. The cheap money policy was also 
followed with the same object in view. At the ^ame time, 
"the Government felt that direct price controls over essential 
commodities should not only he continued but should be 
integrated and synthesised. With this end in view, the 
Commodities Prices Board was formed in February 194G. The 
main function of the Board would he to keep under constant 
review the movements of commodity prices and to advise 
Government on price-levels in lcspeet of controlled commo- 
dities and on the question whether other commorlities should 
he brought under control. In determining the appropriate 
price-levels, the Board was to take into account a variety of 
factors, such as the cost of production, the current prices in 
relation to pre-war price-levels and their bearing on other 
commodities. The Board was also to undertake periodical 
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tuvbv n. * yplcr the po-. ibiUth - of a reduction in. the eo si 
f * in '1 he tmpt ri,.n f r of tii>* mb’ :>< dgii*>d to the Priets 
Jbvrd in the i-anus! sliffji of ,m intigrab'd price policy for 
ln>Hu ii! <;• be judg'd from lii*» following etinicr from the 
I'm.vM Tb-pahm'iiP. Jvi ulntinn on the formation of tin* 
Bnrd: “It K e—entsal to maintain a reasonable relationship 
})*'tiVi(*n the price 1 (if mli crop- and tlsc prici* of foodgranss 
mi flu' one band. and Ivunun agricultural prices and indu s - 
hhl pricy. on the oihei, if predinnrs and coimirm'r 3 alike or? 
not to In 1 pm mulct a constant sen--* of grievance, and agrarian 
and industrial wire t is to lie prove nled. T ' 

Tin* first H-j of r ommoditie-. roferre <1 for evaimnatiou to 
tiie 13 o.i id included food-mains, cotton and doth, to be 
followed lat<r by oilier ai tides, such ns iron mid steel and 
cement. Unfortunately. however. the Board wa*- abolished 
afitr it had submitted only two confidential report'- to the 
Government and iis functions were assigned in October ’47 to 
the new Tariff Board. Thus the idea of an integrated price 
policy was thrown over-board. Perhaps this was inevitable on 
account of rising wage-levels everywhere under the spur of 
actual or threatened strikes. The Central Pay Commission 
lecoimn ended fairly liberal salary scales and allowances for the 
lower-paid employees and these, along with similar increases 
in semi-official and private esJalilislnnenis, at once helped to 
augment the volume of put chasing powei competing for a 
limited supply of goods, end to raise the costs of production. 
Both these consequences of rising wage-levels were bound to 
have inflationary effects. The vicious circle was completed by 
persistent downward trends in production brought about by a 
variety of factors such as industrial strikes, lack of capital 
equipment, transport bottle-neck, civil disorder etr. The 
nature of the production crisis through which Indian industries 
are passing now may bo gauged from the following figures: 
The production of pig non declined in 1946-7 to 1.364,000 
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ions from tlie war-time peak of 1,6S6,000 tons in '43- : 44, 
while the production of steel declined to 875,000 tons in ’47 
from 1, ISO, 000 tons in 1945. The production of cotton textiles 
declined from 4S00 mill. yds. in ’46 to 3800. mill. yds. in ’47. 
The production of cement declined from 160,000 tons in ’45 to 
112,000 tons in ’47. The production of sugar declined in 5 47 
to 921.177 tons from its peak of 12-2 lakh tons in ’43-44. 
The same story of dwindling production has been repeated in 
the agricultural sphere as well. The total output of cereals 
’(inclu din g rice, wheat, jo war and bajra) declined from 518 
lakh tons in ’44-45 to 464 lakh tons in ’45-’46 and it stood at 
468 lakh tons in ’46-’ 47. 

While the over-all economic situation was becoming more 
and more gloomy, it became increasingly difficult for the 
Government to maintain its highly expanded food rationing 
system. Internal procurement proved to be increasingly 
difficult, and, although the rationed population increased six 
times between 1944 and '47, local procurement remained practi- 
cally stationary. Supplies at the Government’s disposal from 
local procurement stood at 4-93 mill, tons in ’44 and at 4-17 
mill, tons in the first 9 months of ’47. The difficulty of import 
was even greater. In the first place, India did not succeed in 
getting more than 50% of her import requirements from the 
International Emergency Eood Council which determines the 
import-quota of different deficit countries. Under conditions 
of global food shortage, no single country can perhaps hope to 
secure all its requirements from abroad. Secondly, the price 
that India had to pay for its imports became more and more 
exorbitant. The price of Burma rice, for instance, has in- 
creased from Rs. 10 a maund in '46 to Rs. 21 per maund in 
’4S. Although the volume of import did not go much beyond 
2 mill, tons, the Government had to pay, on account of high 
prices charged, something like Rs. 100 crores a year on food 
imports. This policy was costly in two respects : first, in so 
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amounted to spoon-feeding and was thus destroying the 
virtues of self-heljp and self-reliance. If there was a small 
deficit^ he made the characteristic suggestion that this deficit 
should he covered by self-imposed fast on the part of every 
individual once a fort-night. He believed that there was 
enough food and cloth in the country but that they were not 
reaching the people. In other words, Gandhiji felt that the 
continuance of controls was the one big factor which was 
responsible for preventing the much-needed Teturn to nor- 
malcy in Indian life. Controls, he observed with the supreme 
self-confidence of a mystic seer, were breeding monopolies 
and thereby benefiting the rich and cursing the poor. 
Gandhiji’s advocacy of de-control was, as it might be 
expected, reflected in the recommendations of the new Eood- 
grains Policy Committee which had been appointed by the 
Government for making a detailed examination of the 
Government’s food policy. The Pood Committee recom- 
mended a policy of progressive de-control, — a policy which 
was subsequently endorsed by the Government. 

On Dec. 10, 1947 the Government of India declared its 
revised food policy of gradual de-control. The main points 
in this new statement of policy may be summed up as 
follows: (1) gradual curtailment of Government commit- 
ments by witb-drawing rationing in tbe reverse order to tlie 
original process of extension; (2) reduction of dependence 
on imports and greater emphasis on internal procurement; 
(3) greater freedom to provinces with regard to prices to be 
paid for procurement consistent witb tbe policy of keeping 
them within limits for tbe consumer; and (4) lastly, to watch 
developments and to keep in readiness a reserve of grains to 
meet 'emergencies. 

Under the revised food policy, sugar was de-eontrolled 
completely and at once. With regard to food-grains proper, 
the new policy did not usher in de-control automatically. 
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lias, however, been left to the Provinces. This is as it should 
be, since the nature and intensity of controls differ widely 
from area to area and there are special features in the food 
problems of different areas. Regional de-control must take 
into account these special problems. The general pattern of 
regional de-control since given effect to may be indicated as 
follows: First, steps have been taken to reduce rationing 
commitments to a very large extent. Rural rationing has 
been abandoned in most places and commitments under 
urban rationing have been reduced. Bombay, a deficit 
Province, has taken the lead in de-rationing, as she took the 
lead in the institution of rationing. In West Bengal, 
Asansol and Kharagpur have been de-rationed and modified 
rationing has been discontinued in all except four districts. 
Secondly, monopoly procurement and compulsory levy 
schemes have been considerably relaxed and liberalised. 
Thirdly, inter-district free movement of food-grains has been 
restored except in regard to rationed areas or zones marked 
out for procurement operations. Fourthly, the statutory 
prices have either been raised substantially or removed 
altogether. 

The first full experiment with de-control has been made 
in regard to sugar. The results are not altogether dis- 
appointing. Though the price of sugar is higher than 
the old controlled price, it is much below the old black 
market price. The increase in the price of sugar that has 
taken place is at least partly accounted for by the fact that 
the price of sugar-cane has been substantially raised while 
labour cost in sugar factories has been practically doubled. 
It is the failure to freeze factor prices rather than the fact 
of de-control which is mainly responsible for the present rise 
in the price of sugar. The advocate of de-control can, 
however, quite justifiably claim that there has been nearly 
100% decline in the price of sugar compared to the old black 
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liar] declined muck since tkc cessation of tke war. The cloth 
rationing system was also working very unsatisfactorily, 
while huge klack markets were flourishing almost openly 
everywhere. Throughout 1947 schemes after schemes were 
formulated by the Government for augmenting the produc- 
tion of cloth. In February 1947, the Government of India 
appointed an Ad Hoc departmental committee to investigate 
the causes of the fall in cloth production and the price struc- 
ture which had apparently made it remunerative for the 
mills to shift production irom coarse and medium to finer 
varieties. This committee prepared a scheme for standardisa- 
tion of production with two main features: 

(?) The lowering of the average count produced hv each 
mill, and 

(ii) the reduction of the types and varieties so as to 
increase production by making the maximum use of the 
av.iilnbl'* supplies of yarn. The objective was to produce 
more and better clotli at the expense of finer varieties worn 
only by n few classes. The scheme was expected to increase 
production by about 400 million yds. of mill cloth and 400 
million a Os. of hand-loom cloth. The Committee also 
recommended a revision of the price structure which involved 
an increase in tlm priee of couse cloth and yarn. 
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I. Tin 1 standardisation scheme oi the Ad IIoc Com- 
mittee 5 - to !)r implemented immediately. 

II, An equalisation 1'utid is to be created to which 
mill be credited ; (u) she difference between existing 1 ex-mill 
prices of fine and super-fine cloth and the fair prices fixed 
by the Ail U<>r Committee; (b) half of the amount now 
beiti.tr paid n< quota-holders’ commission which is to he 
reduced from >'? to 1 1%; (c) a surcharge on a sliding scale 
•on free yarn sold by mills. 

Til. Regional and unit production committees con- 
sisting of representatives of labour and industry axe to be 
set up to ensure that there is no leakage at the mill end and 
that labour fully co-operates in the production programme. 

IV. Labour to be asked to work for nine hours as 
again-fc existing eight hours, ns an emergency measure and 
over-time will be adequately remunerated. Welfare mea- 
sures for labour in the textile industry are to be financed out 
of (lie equalisation fund. 

V. Control to continue until production is increased. 
•‘With supplies well below demand, immediate de-control 
would only lead to a repetition of the shortages and high 
prices which occurred in 1913.” This would cause great 
hardships and start an inflationary spiral dangerous to the 
-country’s economy. 

The new textile policy formulated after months of 
•consultation and expert investigation did not meet the 
insistent demand of Industrialists for higher ‘control’ prices. 
'The reference of the question of prices to the Tariff Board 
was interpreted by manufacturing interests as an indefinite 
shelving off of a decision on the most vital issue facing the 
Industry. The agitation for de-control continued and it 
fathered fresh momentum when the policy of gradual 
de-con tTol over food-grains was announced. Two other new 
factors came into play. There was a sharp and sudden 
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increase in raw cotton prices in tlie world markets with their 
inevitable repercussions on India. Secondly, a fresh diffi- 
culty arose in the matter of securing supplies of long staple 
cotton from Pakistan. All these developments made some 
increase in the prices of yarn and cloth inevitable. As the 
agitation for de-control was continuing in full swing the 
Government of India surrendered to public clamour* and 
declared on January 20, 1948 that the existing control over- 
textiles was ‘considerably relaxed’. The main features of 
this new textile policy may be summarised as follows: 

(1) the question of price-fixation was left to the Provinces - 

(2) the system of quota-holders was abolished; the Gov- 
ernment declared that its intention was that normal trade 
channels should be restored to the largest possible extent 
though Provincial and State Governments were free to set 
np , tlicir own procurement agencies; (3) movement of 
textiles within a Province should be free, while inter-provin- 
eial movement could take place with the Textile Com 
missionor’s sanction which would be given except where 
transport was uneconomical or unreasonable; (4) the existing 
system of distribution of yarn would continue though milk 

11 l0 - W r d !° diStTibutC yarn 110fc li{torl 'within a° reason- 
able period of allocation; (5) statutory floors and ceilings 
of cotton prices were to be abolished with immediate effect- 
(0) control over prices and distribution of imported rUl,' 
and yarn would be discontinued immedintelv; and (7) the 
export of raw cotton was io be banned , 
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doubled. P y ° n cot{on to be 
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policy now unfolding itself. In strict theory, de-control 
is justified only when -wav-created shortages disappear. 
But India has chosen instead to launch ihw de-control ex- 
periment in a period of acute and increasing s ioilages. 
The passing away of the war emergency has been adduced 
to ho one of the major reasons for the removal o wai- line 
controls. If this line of reasoning is valid, it nng^ 3e 
ashed why is it that the United Kingdom is engaged m re- 
inforcing its controls and the U. S. A. is thinking o re 
imposing controls after its recent brief experiment wi ce 
control?' If countries like the IU K. and the b. 
which managed to come out successfully fiom tie °ic~a 
the last world war with the value of their respective na 
currencies preserved more or less intact, s 1 lin h 
necessary to maintain direct price controls 01 pre\ en o 

inflation,' is it not an act of abdication on 0 P al i . 

National Government to remove controls m t e aa ® ° ‘ 

shortages in supply and in the wake of an nn n e » 

■of war-time and post-war inflation? _ _ _„_ v 

Analogies are indeed mis-leading, since com 
widely in different countries. But there can e 110 c ° j 

soever that the policy of gradual de-con tro ovei ® . • 

las sot boos happily timed. Food is bom, 
the wake of two successive deficit yeais am ot 
ot India mhicli bas aggregated and not 
almost obronic food deficit. No, is it bto y that d«onti« 

trill immediately result in modi increased mod prodno o 
in rime of the long-term charaeter o he 

■at present beset our agriculture. A _• , ,i „ ■nroducer’s 

would lead to a dis-hoarding of f °f'" J^^newcd “speculative 
end, and at its worst it may lead - mnsumors 

hoarding hy producers and panicky hear mg • .nri 

and the™ might he a rot™ oi the ghastly tmoo.ly oi 10-.3. 
Though de-control is of the nature of a gamble. 
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affairs. Are we to suppose that as individuals we are so 
corrupt and selfish that we must always allow events to lead 
us hither and thither because we are collectively incapable 
• tllem? If, for instance, it is true that India 

is su ering from an over-all shortage of food-grains, justice 
demands that the incidence of such shortage should be dis- 
tributed. equally among all sections of the population, fn 
older words, universal rationing rather than progressive de. 
rationing was the need of the hour. Yet this obvious 
course has not been adopted apparently on administrative 
& rounds. If, on the other hand, the deficit is nil or ne<tii- 
guile, de-control should have been accompanied by Ihe 
restoration of free inter-provincial movement of food-grains 
01 then alone free market forces might take the place 
t the existing system of state allocation. The nolic.v of 
graduai de-control is likely to give us the worst of both the 
oilds: the state abdicates but in such a manner that the 

hiied The mam brunt of food de-control will be on the 
heavily deficit areas, notably on South India while its „ .■ 

^ v ,,e t ? in - -X 2.S 

zones. If excessive centralization was ruin one 
involved too much unnecessary transporting D f f i 118 " . 
decentralization, accompanied by prohibition of tim -T”* 
provincial movement, may also prove 1 r . 
chronic deficit Provinces which P i 1 <llsusiroUs for 
Mly or oeorly tspfeZe , Wom ' > 

import quotas. P tlle Insure of ceiling 

.UistifiLtion'for'retSn? conrtols ^l^vl : ^ theoreti ^l 
manner in which controls have a’J ii Wy ^^factory 
fully justifies the present de-control imf ’"“S'! in India 
1 ms much force. Economic control J 1C5 \ ■, T llS ar Sument 
lint of applied economics. If mUt , Pr ° U i em not °f pure 

must be judged by prag _ 
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mafic tests. Two years of po-t-wur controls have produced 
no tangible {rood result.-, though negatively they might 
have availed a pn-riblo major disaster. The production 
crisis Jin* deepened and has -Town no signs of casing 
down. Tith is true of food, cloth, steel, sugar, foment, 
paper and of practically eveiy other essential ‘controlled’ 
commodity. Shortages demand contiol, but if contnls 
aggravate such shoitage*. the remedy apparently would he 
to tighten such controls. Control, to he efficacious, requires 
more control, and more control requires still more control. 
Wc are thus landed in a spiral of control and we may ulti- 
mately reach a position in which wc become virtual’v im- 
prisoned in u cob-web of controls, with production and con- 
sumption dwindling all round. Looked at from this per- 
spective, the de-control policy is a eommendably bold 
attempt on the part of our Government to extricate the 
economic system from the paralysing grip of an ever-widen- 
ing vicious circle of fruitless controls. People disgusted 
with the lank corruption and colossal inefficiency of the 
control regimo will certainly sigh a breath of relief because 
the Government is no longer inviting them to follow it 
further and further into a dark and narrowing tunnel at the 
end of which there may be no day-light ! If controls do not 
work well in India because people are determined to sabot- 
age them or because the administrative staff is corrupt and 
inefficient, or because a flexible and elastic form of controls 
suited to our conditions cannot be devised, the path of 
wisdom lies in abrogating them. ISfo Government can afford 
to he blindly logical in the pursuit of policies affecting the 
lives of millions. 

Put if de-control was decided upon • with a view to 
avoidin'’- further entanglements in a vicious circle of throttl- 
ing controls, there is a grave risk of starting another still 
more vicious spiial of inflation which may well wreck all 
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reasonable liopes of a return to post-war normalcy. Thus 
we were between tbe Devil and tiro Deep Sea wlven tbe 
experiment began. As a matter of fact, prices bare gone up 
and not gone down after tlie removal of controls, judged, 
of course, by tbe level of tbe ‘control’ prices. It may, how- 
ever, be argued tbat tbo true base for purposes of comparison 
is tbe old black market price and tbat, since tbo free market 
price now is well below tbe old black market price, tlie de- 
control policy bas been justified by its results. This way of 
looking at things is no doubt very interesting and in a sense 
instructive too. But the trouble is tbat we have not got 
any authentic record of black market prices in different 
places and for different dates. Moreover, all calculations of 
tbe cost of living index numbers as well as of changes in 
wholesale price-levels have taken into account tbe so-called 
‘controlled’ prices, and it is these official index numbers 
which have generally supplied vital data for wage-fixation 
and wage-agreements. If, therefore, tbe effect of de- 
control is to send prices upwards from where they stood in 
tbe era of controls, a general clamour for upward revision 
of wage-levels may well prove to be irresistible. And 
since tbe wage-level is tbe pivot around which tbe whole 
price structure oscillates and revolves, de-control may 
seriously aggravate tbe inflationary distortion of our ram- 
shackle economic system which is still reeling under tbe 
deep wounds inflicted on it during tbe last world war. 

It may, however, be argued in defence of de-control 
tbat tbe battle against inflation was already lost and.tbat tbe 
new policy is not so much an act of surrender to tbe inflation 
potential in tbe country as a voluntary, though belated, 
acceptance of the inevitable. Two arguments may be 
advanced . flist, we have already allowed, by reason of our 
war and post-war wage policy, tbe costs to rise to a point at 
which production cannot go forward with tbe necessary pro- 
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Ho draw any definite conclusion regarding tlie appropriate 
level of prices at tlie present moment. There can,, however, 
hardly he any douht that our declining production in the face 
of a vastly expanded supply of money had ma e t le rice 
■Controller’s job an extremely difficult and unenvia e one. 
The reed that does not break must bend. On the other hand, 
however, it may be observed that if con ro a cou e 
rigorously enforced and our potentialities for grea er pro- 
duction fully exploited, tlie mere fact of a ^st e^pansiMi 
the supply of money does not by itself warran the transla- 
tion of our price structure to a still kig er p a e. ' 

The de-control policy of the Government J avow dl 
, . . , ... Tf 1ms been decided upon less 

•experimental m character. It tos ^ ^ accmmt of the 

on grounds of its own intrinsic m foiled t0 so lve the 

fact that previous controls have but also 

came 

•deepening production and de-control was 

perilously near the bnnk ^^ eze costs of living 

the inevitable outcome of tbe ailui t ^ dc _ contro l policy' 
and wage-levels. On the pos J r „ mm ’ e n e d operation of free 
is based on the hope ^ that 1 ^^^hieving what could not he 
market forces viH succ o£ economic forces. 

done by a policy of st. ° fulfi n c d at all or m a large 
■Whether this hope will be predici. The actual 

measure, it is difficult on oui ‘ D f {he de-contTol 

turn of events worst fears of those 

experiment does ; not so * j controls at the present 

who held that the • 1]ie i as l protecting dike against 

juncture would, pressures, at once plunge the whole 

existing inflations > P of a rC newed all-round m- 

.oconomic system, in bef e n conclude 

flation. bn” 1 • j ncrcn ses that have already taken 

,bc !“ .ac to n so»cr.,l nll-Tonn-l price increase nr 

iVelneri^wlllnh s.rne.nn,! 



